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Foreword

We are pleased to present these proceedings of the April 11 conference held in New Orleans, Louisiana, on
Entrepreneurship: The Foundation for Economic Renewal in the Gulf Coast Region. The conference was
an effort to discern the most effective ways to engage entrepreneurs in rebuilding the region devastated by
the hurricanes of August-September 2005—Katrina and Rita. The conference engaged people from many
disciplines—universities, government at all levels, nonprofits, business organizations, and owners of small
and large businesses.

The devastation conference participants witnessed was daunting—not only the physical devastation,
but the many uncertainties that followed for businesses—uncertainties related first to the rescue and
safe evacuation of owners and their employees, then to levees, housing, insurance, financing, suppliers,
customers—nearly every aspect of business ownership. Despite all that, the strong theme that emerged
throughout the conference was hope for the future—and especially “opportunity.”

As many conference speakers observed, the final chapter of this story will be told by the entrepreneurs—
those who think creatively and outside of the box. The innovative spirit of the people of Louisiana,
Mississippi, and Alabama will determine the region’s future.

It was a great spirit that we saw in the Gulf Coast region, judging by the impressive group of people who
assembled. There are many capable partners for its rebuilding. We hope these proceedings can contribute
further to renewing the entrepreneurial spirit that will create, out of the devastation of the Gulf Coast, an
even greater place to live and work.

T Wb bt Aot

Thomas M. Sullivan Robert Litan

Chief Counsel for Advocacy Vice President for Research and Public Policy
U.S. Small Business Administration The Ewing Marion Kauffman Foundation
Jonathan Ortmans Daryl Williams

President National Director

The Public Forum Institute The Urban Entrepreneur Partnership
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Presentation Summaries

The pre-conference orientation began on Monday
afternoon, April 10 with a bus tour—a sobering
view of the devastated areas of New Orleans in
Lakeview, the lower Ninth Ward, and points east.
Those who had never seen the mile upon mile of
water-ruined houses and the shocking remains
of devastated commercial districts found words
inadequate to describe the scene, seven months
after the hurricanes hit. “Overwhelming,” some
said. “Unbelievable.”

The conference would fill in further detail about
the unusually difficult nature of this disaster for
the area’s residents, including the business com-
munity. A significant element of complexity is that
so many workers and customers have yet to return,
and the rebuilding challenges are daunting.

Businesses are opening: participants met and
reflected on what they had seen at the Court of
Two Sisters, a small business in New Orleans whose
owners, Joseph Fein I11, and Jerome Fein, are mem-
bers of the Louisiana Restaurant Association.

On Tuesday morning as the conference began,
there was also a strong sense of optimism. There
are signs that economic activity is picking up. The
opportunities are there, especially in housing and
other kinds of construction. And there is certainly
no lack of entrepreneurial spirit in this culture
built on small business—and on hope and even
celebration in the face of difficult times.

> Return to Table of Contents
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Thomas Sullivan is chief counsel for advocacy
with the U.S. Small Business Administration. He
independently advances the views, concerns, and
interests of small businesses before Congress, the
White House, federal regulatory agencies, and
state policymakers. From 2001 to 2005, the Office
of Advocacy has helped save America’s small busi-
nesses over $40 billion in firstyear compliance
costs they would have incurred to comply with fed-
eral regulations.

Donald Powell was named the federal coordina-
tor of Gulf Coast Rebuilding by President Bush on
November 1, 2005. He has been tasked with devel-
oping a long-term rebuilding plan for the region
in the aftermath of Hurricanes Katrina, Rita, and
Wilma; coordinating federal efforts; and helping
state and local officials reach consensus on a vision
for the region. Previously he served as chairman of
the Federal Deposit Insurance Corporation (FDIC)
from August 2001 to November 2005.

Chief Counsel for Advocacy Thomas M. Sullivan
opened the conference by thanking the cospon-
sors, the Ewing Marion Kauffman Foundation, the
Public Forum Institute, and the Gulf Coast Urban
Entrepreneur Partnership. In organizing the con-
ference, Sullivan said, “Our intent is to examine
the importance of a vibrant small business sector
to the long-term economic recovery of the Gulf
Coast region—and the challenges facing entrepre-
neurs here.” He emphasized that it will be up to
the people of the Gulf Coast region to define their
economic future, noting, “Studies from the Office
of Advocacy have shown how important entrepre-
neurs are to sparking innovation, driving com-
munity development in distressed areas, building
wealth, and creating jobs.”

Sullivan introduced the Honorable Donald Powell,
who was named by President Bush as federal coordi-
nator of Gulf Coast Rebuilding. “I remember the first
day we went into our new quarters and how excited
we were to be participating in a cause that may be the
most important thing that I have ever done in my
life,” Powell said. Hands shot up when he asked how
many people in the room meet a payroll. “I share and
understand some of the issues, some of the problems
that you are faced with, especially in an area that has
been devastated such as New Orleans.”

The president’s directives to Powell were twofold:
to remember his stewardship role with respect
to the American taxpayer and to remember that
long-term planning for rebuilding the Gulf Coast

Entrepreneurship: The Foundation for Economic Renewal in the Gulf Coast Region

must be done by local people, not the federal gov-
ernment. The first issue was safety: “levees, levees,
levees,” followed by housing, education, health
care, and police protection.

Then he said, “if all we do in the federal govern-
ment is just rebuild, reconstruct the fixed environ-
ment, it won’t work...The economic engine is the
people in this room. That’s what drives America.”
He noted that there are “unbelievable opportuni-
ties for entrepreneurs in the Gulf Coast,” with $87
billion committed so far, bank deposits up 20-25
percent, and spending expected to go up for goods
and services.

“This is going to be a unique opportunity that only
comes along not in a lifetime, not in a generation,
but maybe once every hundred years.”

Specifics came in response to questions. What
goods and services will be needed? Things like fur-
niture, automobiles, building materials, construc-
tion, repair, service for all those things. How will
money flow to the region? Beyond disaster fund-
ing, there will be money from banks, and having

> Return to Table of Contents



been in the business himself, Powell said, he talks to
a lot of bankers. “I encouraged them to take risks...
And they are willing to do that because a bank is
the reflection of the local economy.” What kind of
innovative capital products can help unique, but
struggling businesses? One idea is pooling venture
capital money—and then picking and choosing
where to invest. Those who need capital need to
think outside of the box.

What should be the public/private sector response
to the questions about insurance? “Good ques-
tion,” he said, noting that Katrina claims are very
high compared with insurance profits—and that
being able to obtain insurance is crucial.

An entrepreneur facing dwindling sales because of
a lack of customers asked for his thoughts. “Don’t
give up,” he said. “...at the same time, you have
got to make tough decisions. It may be...that you
need to move to a smaller place or you need to look
at your inventory.” And when you've done those
things? “At some point in time, it turns. ... There’s
going to be business in Louisiana,” he said.

The message came through: the Gulf Coast will
face great opportunities as well as very difficult
challenges. An entrepreneurial spirit will make
all the difference in transforming the issues that
have given cause for concern in the past. “The
world is watching. We are all watching. And, ...
when you talk to your grandchildren you can say,
‘You know, I was a part of that rebuilding of the
Gulf Coast and it is a better life along the Gulf

>

Coast because of my efforts.

> Return to Table of Contents
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Chad Moutray is chief economist and director of
economic research at the SBA’s Office of Advocacy.
He oversees research conducted both internally and
externally and manages Advocacy’s role in making
available a number of databases on small firms. He
organized a series of regional focus groups on small
business research; began a new annual Advocacy-
produced publication, The Small Business Economy;
and has organized three previous cosponsored
conferences since 2004. Prior to joining Advocacy,
Chad served as dean of the School of Business
Administration at Robert Morris College in Chicago.

Loren Scott, professor emeritus of Louisiana
State University, is president of Loren C. Scott &
Associates, a 23-year old economic consulting firm.
He is an energy specialist on the National Business
Economic Issues Council, which meets quarterly to
discuss issues of state, national, and international
interest. He gives dozens of speeches a year on the
state of the economy, and he has also compiled a
CD collection of humorous stories titled Laughter:
The “Economical” Way to Feel Great.

MODERATOR

Chad Moutray, Chief Economist, Office of
Advocacy, U.S. Small Business Administration

PANELISTS

Loren Scott, Professor Emeritus, Louisiana State
University

Doug Gurley, State Director, Mississippi Small
Business Development Center, University of
Mississippi

Deborah Tootle, Associate Professor, Community
and Economic Development, Louisiana State
University

Tim Williamson, President, The Idea Village

The first panel set the framework for the rest of
the discussion. Chad Moutray listed four points
for panelists to consider during the day’s discus-
sion: the role entrepreneurship can play in moving
individuals and communities to economic health;
how small businesses and local entrepreneurs can
connect with institutional customers like larger
businesses and government; the business case for
larger firms to make a deliberate effort to reach out
to local entrepreneurs and small businesses; and
the elements of a policy environment that enable
entrepreneurship and innovation.

Loren Scott used a PowerPoint presentation to
highlight estimates of damage and forecasts of
industry effects as a result of the hurricanes in the
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Gulf Coast region (see Appendix C, PowerPoints).
He described the forecasts as fluid, with frequent
updates in data.

A significant effect of this disaster is the number
of displaced people. The four parishes behind the
levees in New Orleans, along with St. Tammany to
the east and St. Charles and St. John the Baptist
to the west, evacuated 1.3 million people. Some
473,000 Louisiana homes were affected and of
more than 200,000 that were destroyed or made
uninhabitable, 92 percent were in the New Orleans
metropolitan statistical area (MSA).

He described a number of economic obstacles
related to the destruction left behind by the hur-
ricanes and the subsequent scattering of the area’s
inhabitants. For example, once water is in a home, it
is covered by flood, not homeowners’ insurance—
and that pays 80 percent of the depreciated value,
which means that homeowners get less to rebuild.
Moreover, there is no business interruption insur-
ance coverage once water is in a building.

> Return to Table of Contents



What all these problems mean is that the recov-
ery effort is moving very slowly. In 2006 the New
Orleans MSA is down more than 190,000 jobs—
back to the 1975 level; that is, three decades worth
of employment growth has dropped off. Overall,
the job level has dropped 32.5 percent.

In contrast, in the Lake Charles MSA, which was hit
by Hurricane Rita and had very strong winds but
no standing floodwater, what is happening is what
more normally happens in a disaster. In the year
after the disaster the economy moves ahead, with
insurance money coming in and the construction
sector doing well. As a result, Lake Charles actually
has more employment now than pre-storm

In Mississippi, just under two-thirds of the
destroyed homes—ijust over 40,000—were in the
Biloxi-Gulfport MSA, and employment there is
down 20 percent. In Biloxi, however, the hospi-
tals and schools have reopened, compared with
about half of those in New Orleans. The state
of Mississippi passed some legislation allowing
the casinos, a major employer in the region, to
reopen off riverboats and on land. With private
sector money being invested, the Biloxi-Gulfport
MSA region, where employment was pushed back
to 1993 levels, is expected to begin coming back
quickly over the next year.

In Pascagoula, where a major employer is Northrop
Grumman Ingalls Shipyard, much will depend
on federal contracting, but they are expected to
recover rather quickly.

“I am here to speak about opportunity,” said
Doug Gurley, noting that the Mississippi Small
Business Development Center had brought in 43
out-of-state counselors to work with Mississippi

> Return to Table of Contents

small business people after Katrina struck. In
Mississippi, the disaster has left in its wake an
opportunity not only to rebuild, but to transform
the local economy. Manufacturing was leaving the
state, but now there are many workers rebuilding
homes, and Mississippi has a chance to develop
new industries. “We lost over 60 percent of our
small businesses,” Gurley said “We have an oppor-
tunity to attract businesses that are high tech, to
bring them in, to bring higher paying jobs. This
won’t happen fast. It is going to take us five to 10
years to do this....We have this opportunity. We
can be proactive. We can do this.”

Deborah Tootle said she would talk about three
things: the impact of the hurricanes on rural areas
in the Gulf Coast, the nature of entrepreneurship
in general in those rural areas, and the role of
entrepreneurship in the long-term recovery of the
area’s rural communities.

Many of the rural areas and small towns along the
coast from the Florida panhandle to eastern Texas
were overwhelmed by extremely high tidal surges.
In Cameron Parish there were no houses—one
man found his mother’s and sister’s houses sev-
eral miles back in the marsh. Remediation is
slow—in Mississippi and Louisiana, the Federal
Emergency Management Agency (FEMA) has
recently stopped paying for hotels for evacuees
and some Louisiana towns have had to reopen
shelters to house some of them.

The seafood industry was hard hit—its infrastruc-
ture was virtually wiped out. Timber is unharvest-
able. The dairy industry has been hard hit, as well
as agronomic crops. The soil in St. Bernard parish
was saltier than sea water, and people were finding

Doug Gurley is state director of the Mississippi
at the
University of Mississippi. He oversees a program

Small Business Development Center
that provides small business counseling and train-
ing and other business services statewide. He is
currently serving a second term on the National
Association of Small Business Development Centers
Accreditation Committee and has served two terms
on its bylaws committee. He has co-owned several

small retail and construction businesses.

e
A

Deborah Tootle is director of the Louisiana Center
for Rural Initiatives and an associate professor
in the Department of Agricultural Economics
and Agribusiness at Louisiana State University.
Previously, she worked in the Rural Economy
Division of the USDA Economic Research Service
in Washington, D.C. She has written extensively in
rural economic development and is a recent recipi-

ent of the Southern Rural Sociological Association’s
Excellence in Extension and Public Service Award.
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Tim Williamson is president and co-founder of The
Idea Village, a public/private partnership focused
on growing entrepreneurial firms in the New Orleans
region. The Idea Village has strategic partnerships
with the city of New Orleans, the state of Louisiana,
Tulane University, the University of New Orleans,
and GNO, Inc. In 1998, Tim was general man-
ager of the New Orleans Internet Studio for Cox
Interactive Media, where he directed the launch of
Insideneworleans.com.

deepsea fish in the fields. Tourism, often natural-
resource-based in this area, was hurt, as were retail
and service and oil and gas businesses that could
not find workers. Rural communities also face
other challenges.

The microenterprises that characterize the area can
have an impact in rebuilding rural areas. In addition
to rebuilding the built capital, it will be necessary
to rebuild the human, social, and natural resource
base of these communities. Additional sources of
financial capital will be needed, as well as other sup-
ports. Entrepreneurship is not just an individual
process—it is a community process. Beyond entre-
preneurial education, it will be necessary to develop
the capacity for the growth and development of small
businesses. The Cooperative Extension Service, land
grant universities, state community development
programs that focus on business development, and
the U.S. Department of Agriculture’s rural develop-
ment programs should be tapped.

Tim Williamson is president of Idea Village, an
independent nonprofit, which started six years ago
with five entrepreneurs asking “how do we help
each other?” (see Appendix C for PowerPoints). The
group came up with a plan to do four things: first,
consult, offering strategic advice to help entre-
preneurs get through situations; second, identify
resources, such as mentors and expertise; third, find
capital, such as loans and venture capital; and fourth,
provide therapy, helping entrepreneurs go through
the ups and downs of being in business. Prior to
Katrina, 1,000 entrepreneurs had come to the group,
and Idea Village had assessed more than 400.

12 Entrepreneurship: The Foundation for Economic Renewal in the Gulf Coast Region

Post-Katrina, Williamson said, it has been trench
warfare—there is no handbook, no guidance. If
you were able to come back as an entrepreneur, it
was the most incredible experience, and you did
what you did because you had to. The Idea Village
decided they had to do four things: search and res-
cue, triage funding, recovery, and rebuilding. They
began by searching for a database of entrepreneurs
because everyone was displaced.

The Idea Village Business Relief Fund pulled some
money together for cash grants. Idea Village had
more than 500 applications and has awarded 100
small grants of $2,000 to $5,000 to help businesses
get to the next place. The need is ongoing, even in
April. Then Idea Village teamed with John Elstrott’s
Rebuild New Orleans class at Tulane University to
engage students and MBAs in providing expertise,
advice, and strategy for the recovery phase.

Williamson presented the “top ten” thoughts/ideas
he has encountered in talking to more than 500
entrepreneurs.

1. Ready, fire, aim: Identify and sell what is needed.

2. Where is Tonto? Every entrepreneur is alone
right now—employees, managers, networks
are displaced. Any support, networking, or
mentoring is valuable.

3. Peel the onion. Employees also have issues—how
do you manage a team through this process?

4. The Katrina diet. It’s an opportunity (and nec-
essary) to be more lean and focused. Rethink
what you do, why, who you need to do it.

> Return to Table of Contents



5. Five-week plan. Focus on goals to get through
the next short period.

6. The new buzz word is portability. Be prepared
to evacuate one or two times a year, budget for
it, and let your customers outside the commu-
nity know.

7. Change equals opportunity. Sell something
somebody needs. Companies are starting to
solve disaster management problems.

8. Ducks and sharks are coming. Focus on the
locals to be positioned for growth.

9. The Anderson Cooper factor. Media exposure
is here—use it.

10. Remember the October 1987 stock market
crash. Disaster also means opportunity.

Williamson closed by saying that entrepreneurs
need expertise and resources, especially capital,
and quickly. They need facilities that help bring a
community together. They need to know the rules.
And they need to be allowed to do their thing. He
quoted Leah Chase, who said, “I am going to stay
on the battlefield until I die.”

In the question and answer period, a participant
asked about the role for social entrepreneurship—
something between nonprofits and for-profits.
Other questions touched on topics such as strate-
gies for businesses whose customers are no longer
in New Orleans (see Transcript, Appendix D).

> Return to Table of Contents
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Nancy Montoya is regional community develop-
ment manager for the Federal Reserve Bank of
Atlanta covering the southern portion of Louisiana
and Mississippi. She has been a community out-
reach director for Hibernia National Bank and
was instrumental in launching the New Orleans
Community Development Fund. Nancy was also a
founding member of the Individual Development
Account Collaborative of Louisiana, and has served
as president of Neighborhood Housing Services of
New Orleans.

Marc Morial is chairman of the Urban Entrepreneur
Partnership and president and CEO of the National
Urban League. Morial’s “Empowerment Agenda” for
the League focuses on closing the equality gaps that
exist for African Americans and other emerging eth-
nic communities in education, economic empower-
ment, health, quality of life, civic engagement, civil
rights, and racial justice. Morial served two terms as
mayor of New Orleans, from 1994 to 2002.

MODERATOR

Nancy Montoya, Regional Community
Development Manager, Southern Louisiana
and Southern Mississippi, New Orleans Branch,
Federal Reserve Bank of Atlanta

PANELISTS

Marc Morial, Chairman, Urban Entrepreneur
Partnership, and President and CEO, National
Urban League

Pari Sabety, Director and Fellow, Urban
Markets Initiative, Metropolitan Policy Program,
Brookings Institution

Leonard Greenhalgh, Professor and Director
of Programs for Minority & Women-Owned
Business Enterprises, Dartmouth College

Nancy Montoya said she had learned that some
80,000 businesses across the Gulf Coast region had
been touched by Hurricane Katrina, and that 60
percent of them are not coming back.

To put a personal face on the picture, she talked
about her veterinarian, who would do house calls
to perform surgery on an 180-pound potbelly pig.
“He said, ‘Nancy, I've lost everything. All that I want
is to be able to get my business back up and running
and serve this neighborhood.” She talked about the
businesses in her neighborhood. “One of the things
when you talk about community development and
rebuilding, that I have never heard in another com-
munity except for Louisiana, has to do with culture.

Entrepreneurship: The Foundation for Economic Renewal in the Gulf Coast Region

What about all of those businesses that help people
feed our culture, which help feed our tourism base,
which help feed our economic development? All
of those are tied into this whole issue about small
business and microentrepreneurship.”

She introduced participants with whom she had
worked on small business development. “Those
are the folks you should be talking to.” she said.

Noting that the land area damaged by Katrina
in New Orleans alone is seven times the size of
Manhattan, Marc Morial said that the devastation
is a great challenge for this generation. He said that
the United States is a master rebuilder and talked
about the Marshall Plan to rebuild Europe after
World War 11, the efforts to rebuild Japan, the way
entrepreneurship has been embraced in the coun-
tries of the former Soviet bloc, and the efforts to
rebuild the Balkans and Baghdad.

Rebuilding New Orleans and the Gulf Coast is a
significant opportunity and challenge, he said, noting
that the nation cannot take its eye off the ball. “The
most powerful nation economically in humankind
can orchestrate the recovery of this Gulf Coast area.
Central to it, and I think that is what this conference
is about, is entrepreneurship and business.”

> Return to Table of Contents



He called for collaborative efforts by the National
Urban League with the SBA, the Minority
Business Development Agency, the Department of
Commerce, and the National Economic Council,
along with the Ewing Marion Kauffman Foundation
to support the development and resuscitation of
small businesses, especially businesses owned by
African Americans. He said that people and busi-
ness owners who love New Orleans want to come
back and that what is needed is a support infrastruc-
ture that is easy to access. “We think that the Urban
Entrepreneur Partnership can be just one soldier in
the battle...in a battle that needs many soldiers.”

Pari Sabety recounted, on the bus tour of the region,
rolling past a dry cleaner with the pressing machine
and the ironing board right outside in the parking
lot. The conference marks “a very unusual day,” she
said, “because it brings together national leaders
focused on issues that are down and dirty—how do
I get that dry cleaner up and going?”

Sabety described the Brookings Institution’s
Katrina index, which indexes what has been going
on around the recovery initiatives (see Appendix C,
PowerPoints). Some 635,000 businesses were in the
areas affected by Katrina and Rita. More than 50
percent had been in business fewer than 5 years,
and 48 percent of payables outstanding were to
businesses of 10 employees or less.

“So today I want to talk about capital access...
what would seem to be an extremely narrow topic
for a broad panel like this...but it is, in fact...the
milk for that private enterprise system and for
unleashing the power of all of the entrepreneurs
here in Louisiana.” She noted that the first thing a
bank looks at is a business’s credit score. This tool

> Return to Table of Contents

is critical to enabling the capital flows the region
needs for business restarts, rebuilding, inventory,
and long-term assets.

A lesson to be drawn from this situation is that a
credit score after a disaster is based on payment
patterns not consistent with prior behavior. Some
financial intermediaries, such as the Louisiana
Economic Development Authority, are looking at
pre-Katrina credit scores in order to provide capi-
tal with the understanding that something is bro-
ken in the system. If the way risk is assessed isn’t
corrected, the fabric of the economy in the region
will look very different because the businesses
with resilient credit scores will be those with oper-
ations in other states. “We need credit models that
deal more sensibly with disasters,” she said. She
noted that Brookings and the Information Policy
Institute are working together to begin to figure
out new models to deal with disaster.

“The recovery can’t be purely a government solution
or an aid solution or a welfare solution. It has to be an
entrepreneurial solution,” said Leonard Greenhalgh.
Unilateral solutions won’t work, he said. Citing 27
years of experience working with minority businesses,
he pointed to eight problems or weaknesses small
businesses need to face (see Appendix C, PowerPoints):

1. Lack of strategic direction. If a business doesn’t
make sense in a local economy, maybe the
entrepreneur should be in a different business.

2. Not empowering employees effectively. Hang
on to highly talented people.

3. Poor cash flow management. What do you do
with capital when you get it?

4. Control systems underutilized. Check on how
you are doing.

Pari Sabety directs the Urban Markets Initiative
at the Brookings Institution’s Metropolitan Policy
Program, focusing on how information drives
markets in urban areas. She led Governor Richard
Celeste’s strategic planning efforts for science and
technology investments to boost Ohio’s manufac-
turing base in the late 1980s. More recently, she
has focused on the impact of broadband technolo-
gies on the competitiveness of emerging and tradi-

tional businesses in cities and regions throughout
the United States.

Leonard Greenhalgh is professor of management
and director of programs for minority- and women-
owned businesses at the Tuck School of Business at
Dartmouth. His background includes work as a pur-
chasing manager in a multinational corporation,
founder of two small corporations, and manage-
ment consultant. His expertise includes negotiation
and conflict resolution, strategy implementation,
effects of globalization and changing demograph-
ics on business, and the design and delivery of
negotiation simulations.
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Photo Credits: (top left) Kathryn Tobias, (top right) Steve Clark, (bottom) Kathryn Tobias

SBA Chief Counsel for Advocacy Thomas M. Sullivan, National Federation of Independent

Business Louisiana State Director Charles Hudson, and Factory Service Agency President
Mike Mitternight survey hurricane damage.
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5. Inefficient processes. Look at whether costs
have been driven up.

6. Organizational structure an impediment.
Change structures as you grow.

7. Not customer-oriented. Self-oriented busi-
nesses forget what the customer needs.

8. Narrow portfolio of products / services and cus-
tomers. Don’t put all your eggs in one basket.

“If we are focused on simply supplying capital or
simply connecting people with opportunities that
is not enough,” Greenhalgh said, listing program
elements that need to be in place before capital is
supplied: advocacy, certification, supplier diversity
commitment, matching businesses with oppor-
tunities, targeted education, coaching, and then
access to capital. After that, there is a need for fol-
lowup in the forms of assessment, review, coordi-
nation, and adaptation.

Finally, he said, do we really have an integrative
solution to rebuilding the Gulf Coast? Are we
focusing on inputs rather than long-term impacts?
If we’re trying to make a sustainable difference,
what do we really need to do?

In the question and answer period, participants
asked very specific questions about capital access
and funding streams that elicited answers from
both federal SBA representatives and from partici-
pants who understand the state and local administra-
tion of the Community Development Block Grant
(CDBG) program (see Transcript, Appendix D).
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MODERATOR

Steve Adams, Regional Advocate, Region |, U.S.
Small Business Administration, Office of Advocacy

PANELISTS

Larry Burton, Executive Director, The Business
Roundtable

Eric Reisner, Vice President for Strategic Programs,
Johnson Controls, Inc.

Dorothy Terrell, President and CEO, Initiative for
a Competitive Inner City

Steve Adams framed the third panel’s task as looking
at the symbiotic relationship between large established
institutions and small businesses—a relationship at
the core of the competitiveness of the U.S. economy.

Larry Burton talked about the Gulf Coast
Workforce Development Initiative started by the
Business Roundtable in December, when “the
CEOs got together and thought deeply about
what they could actually do to help rebuild and
reconstruct the region.” The Business Roundtable
is a group of 160 CEOs whose purpose is to help
promote economic growth. What they realized
was that the Gulf Coast region needs a work-
force sufficient to rebuild. A number of organi-
zations are important partners in this effort, and
the group has worked with at least seven leading
construction contractors in the area. The goal is
to train 20,000 construction workers by the end of
2009, using existing training programs.
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The program is conducting outreach in every
direction—to people outside of the region as
well as in. Candidates will go through a standard
assessment to ensure that they have the skills and
abilities to go through the training program and to
make available remedial skills where necessary. By
the end of this year, the goal is to have 2,500 work-
ers trained. Challenges include housing, which
may be one of the first projects the trainees can
work on. Second is to make sure real jobs are avail-
able and to integrate the job opportunity with job
training. Targeting and marketing will be critical.

Needs of the project include:

1. From the private sector, in-kind labor, ideas,
cash contributions to initiate the process, and
working together in collaboration.

2. From facility owners, encouraging contractors
to use the program, again matching training
with jobs.

3. From contractors, identification of needed skills
to help make sure training is for the right jobs.

4. From the federal government, funding for
the training such as through Pathways to
Construction Employment at the Department
of Labor, making contractor training an allow-
able cost, helping locate displaced people, and
including training and outreach provisions in
federal contracts.

5. From all, patience. Going to the people
involved in the process for input, honoring
state and local governments and respecting
their processes.

-—ttd

Steve Adams is the SBA Office of Advocacy’s Region
| advocate covering the New England states. Steve
is Advocacy’s direct link to small business own-
ers, state and local government agencies, state
legislators, and small business associations in the
New England area. He is also an expert on urban
entrepreneurship. Steve came to Advocacy from the
Pioneer Institute, where he served as president and
CEO, as well as director of the Center for Urban
Entrepreneurship, which focuses on networks for
low- to moderate-income entrepreneurs.

Larry Burton is executive director of the Business
Roundtable, which was recently cited by the Financial
Times as “the most influential chief executive lobby-
ing group in the U.S.” Previously, he served as vice
president for external affairs and in other capaci-
ties for BP America. He has held senior positions
with U.S. Representative Don Young (R-Alaska),
U.S. Senator Ted Stevens (R-Alaska), and the White
House Office of Management and Budget.
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Eric Reisner is vice president of strategic programs
for Johnson Controls, Inc. Currently he is respon-
sible for the overall recovery of customers’ facilities
in the Gulf South region following damage from
Hurricane Katrina. He is also in charge of strength-
ening the company’s North American business
in metro locations. Previously, Eric has held other
executive management positions within the firm,
including global vice president of service.

Dorothy Terrell is president and CEO of the
Initiative for a Competitive Inner City (ICIC).
Previously, she was a partner at First Light Capital,
a venture capital firm committed to identifying and
funding early-stage technology companies focused
on enterprise software, communications, and busi-
ness-to-business e-commerce. She has been a leader
in three premier technology firms, most recently
NMS Communications, where she was senior vice
president of worldwide sales.

Eric Reisner of Johnson Controls, a Fortune 75
company based in Milwaukee, Wisconsin, has
been tasked with the responsibility of developing
the overall recovery of Johnson Controls’ customer
facilities in the Gulf South region. He noted that
while Johnson Controls has 135,000 employees
worldwide, they break everything down to teams
of 10. Each branch manager makes decisions like
those of a small business.

In an effort to support the arts and culture as an
important part of New Orleans, the company
has been supporting an artist a month, as well as
architecture through Tulane University’s compe-
tition at the Ogden Museum. At Tulane, they’re
working on the “build back,” providing millions of
dollars in funding so that small companies can get
the work, subcontract the work, pay their bills, and
make their payroll.

This year is Johnson Controls’ 60" year in a row of
increased sales. After Katrina, Reisner came from
Houston, gathering his team, putting RVs around
the state, and asking “How do we grow through
this? How do we keep everybody employed? How
do we pick up other people, relatives, and all of
that? How do we grow and how do we drive it?”

It was knowing what the company was good
at—technology, research, development, meet-
ing customers, increasing expectations, but then
outsourcing and putting people in business. Fifty
percent of their cost is outsourcing to subcontrac-
tors and small businesses that can handle various
aspects of the work. Some joint ventures were cre-
ated to help with trailer maintenance. He encour-
aged small businesses to come forward with ideas,
plans and objectives, and needs.

Entrepreneurship: The Foundation for Economic Renewal in the Gulf Coast Region

He described the Metro Markets program’s three
components: the community, which is education,
health care, and housing; partnerships—an equity
stake, a joint venture, or a strategic alliance with
small and minority-owned businesses; and work-
force development.

Dorothy Terrell, CEO of the Initiative for a
Competitive Inner City, or ICIC, says that post-
Katrina New Orleans offers those in the economic
field a unique though not unprecedented oppor-
tunity and rebuilding challenge—how to get the
inner cities involved in restructuring an entire
economy. Most vibrant cities have robust net-
works of small and mid-sized businesses that are
lean and flexible and know what they can do in the
boom times and that they must be flexible when
the times are not as “boom.” They bake cookies,
brew beer, cater meals, and also supply the full
range of goods and services to other businesses.
Large businesses must realize that smaller busi-
nesses are an integral part of their doing well.

ICIC, working with the Boston Consulting Group,
helped the mayor of Boston create an office to
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help small businesses operating “below the radar”
called Back Streets. The effort traced how many
companies and employees it took to take a lobster
from a seabed in the Boston harbor to a bed of rice
in a restaurant—nine businesses employing more
than 200 people. They included:

e The boat and lobsterman

* Companies making traps

e Storage facilities

e Bait company

e Repair company

¢ Ice and fuel

e Fish wholesaler

e Maintenance of refrigerated trucks

* Company selling lobster to restaurant

Large New Orleans companies need to know their self-
interest is tied to that of the local businesses—from
which in many cases they receive superior services.

Another study was called Leveraging Colleges and
Universities for Urban Economic Revitalization: An
Action Agenda. It showed that the best interests of
urban colleges and universities are served not by
staying behind ivy-covered walls, but by getting
involved in the economic revitalization of commu-
nities, as employers, outsourcers, workforce train-
ers, and business nurturers. Columbia University,
for example, began to get more applications as a
result of paying attention to local businesses and
economic growth. ICIC developed this action
agenda, which is not just for colleges, but can be
applied in hospitals and major corporations.
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The agenda suggests steps including:

e Create an explicit urban economic development
strategy focused on the surrounding community.

* Mobilize the ways the organization can help in
the community.

e Include community participation.

e Charge specific offices in the organization with
explicit economic development goals.

e Designate a high-level coordinator.

¢ Designate persons to serve on boards of busi-
ness organizations.

e Think long term.

Take a large corporation that manufactures in
New Orleans with many contractors, said Terrell.
If now 30 percent of its business is done in New
Orleans, shift it to 50 percent—it would make a
big difference to the local economy and might
even make the quality better.

In the question and answer period, participants
touched on a variety of topics, including barriers to
establishing relationships between large and small
businesses, concerns about prompt payment, and
specific questions about the construction worker
training program (see Transcript, Appendix D).

Photo Credits: Jessica Snyder
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Daryl Williams is director of minority entrepreneur-
ship at the Ewing Marion Kauffman Foundation
and national director of the Urban Entrepreneur
Partnership. Previously, he was financial director
for the Graduate Student Professional Association,
research assistant for the KU Affiliated Program
(University of Kansas), and research assistant with
the Gerontology Center. He has been an instructor
at Highland Community College, and was co-owner
of G.W. Media Group.

GREETINGS

Daryl Williams, Director of Minority
Entrepreneurship, Ewing Marion Kauffman
Foundation, and National Director, Urban
Entrepreneur Partnership

INTRODUCTION OF KEYNOTE SPEAKER

Sandra M. Gunner, President & CEO,
New Orleans Chamber of Commerce

KEYNOTE SPEAKER

Maura Donahue, Chair of the Board of Directors,
U.S. Chamber of Commerce, and President,
DonahueFavret Contractors Holding Company

Daryl Williams, representing both the Urban
Entrepreneur Partnership (UEP) and the Ewing
Marion Kauffman Foundation, talked about the
goals of both organizations. In the Kauffman
Foundation, there are two areas of interest: youth
education and entrepreneurship. In the effort to
help small businesses in terms of sustainability,
growth, and raising the bar to make them com-
petitive, Kauffman became a part of the Urban
Entrepreneur Partnership, along with the National
Economic Council, the National Urban League,
and the Business Roundtable. The concept is to
strategically find ways to improve the economic
indicators for small businesses, testing the idea
initially in five cities—Kansas City, Cleveland,
Atlanta, Jacksonville, and Cincinnati.

As the UEP was being established, Katrina hit, so
the challenge was to see if they could add value in
the Gulf Coast region. “And the devastation that we

Entrepreneurship: The Foundation for Economic Renewal in the Gulf Coast Region

saw when we came down here was so much, we had
to come back and just regroup, because it is very
naive to think that you can train entrepreneurs in
isolation without thinking about the housing situa-
tion and job training and infrastructure.”

So the UEP has been doing some relationship
building, to assess how to begin addressing the
goal of training entrepreneurs. The UEP will open
three offices, in Baton Rouge, New Orleans, and a
place to be determined in Mississippi. The plan is
to have a one-stop shop for training entrepreneurs,
with access to service delivery organizations and
financial institutions in the communities. A com-
prehensive coaching program will also work with
Leonard Greenhalgh’s program at the Tuck School
of Business Administration at Dartmouth College.

The long-term strategy is to provide fast-track
training to those in the region who want to look at
entrepreneurship as a career choice or an alterna-
tive to what they were doing before Katrina. While
government has a key role, Williams said, “I really
believe that the final version, the final chapter of
this story is going to be told by the entrepreneurs.”

In New Orleans Parish in 2002-2003, accord-
ing to the website of the New Orleans Chamber of
Commerce, “top elected officials and business and
community leaders in New Orleans collaborated on
the construction of a new New Orleans Chamber,
one that would be more expansive and tailored to
meet the needs of the total business community
and the diversity represented within that sector...
Throughout these processes, there was strong agree-
ment that the new Chamber needed to be based
on traditional Chamber of Commerce principles
of serving the business community, but with an
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expanded focus that would view economic devel-
opment as something that needed to include and
benefit the community as a whole.” At the end of that
process, Sandra Gunner was appointed by the board
to serve as the new Chamber’s CEO and president.
At this conference, it was Sandra who introduced
the keynote speaker, U.S. Chamber of Commerce
Chair Maura Donahue, noting that Donahue’s firm,
DonahueFavret Contractors, had just been featured
on “Extreme Makeover: Home Edition,” an ABC-TV
series, refurbishing a church in New Orleans that
had been damaged in the hurricanes. She noted that
small business is the cornerstone of the economy in
the Gulf Coast region.

“Time is of the essence,” said Maura Donahue, after
asking the audience for their reactions to the devas-
tation—and getting replies like “Unbelievable” and
“Overwhelming.” “Small businesses are the back-
bone of our communities and they are the future of
the Gulf Coast economy. Small businesses provide
most of the jobs in our region. We form a critical
component of the tax base.... Without small busi-
nesses, the state and local governments have fewer
revenues to rebuild and sustain the levees and the
bridges and the schools and the hospitals and the
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other critical infrastructure that needs desperate
help. Without small businesses, the community has
a much less viable future.”

Just as the first few hours after a person is missing are
critical, so is this period critical for small businesses,
she said. Without a sense of urgency it is less likely
that the people, businesses, and things most cher-
ished about New Orleans and the region will return.

There has been a strong foundation from which to
move forward, including $1.2 billion in contributions
and donations from the private sector. The Chamber
of Commerce has worked through AID Matrix to
develop a system matching donations with needy
people. The Chamber has generated support for the
Louisiana Association of Business and Industry Small
Business Relief Fund, helping dozens of small busi-
nesses with grants, which are really life support. Small
businesses are rallying around each other and around
organizations that anchor their communities.

Donahue described the church renovation project
that involved 2,000 volunteers from across the region.
The project “sent a message across the country that
it is okay to come back home, please, we welcome
you back home, don’t stay away too long.” The other
message is that the area is a wonderful one for people
across the country to consider investing in.

The public and private sector support are having
an impact—the airport is operating at 50 percent
capacity, investment is slowly returning, levees are
being rebuilt, schools and hospitals are returning.

A quicker recovery depends on factors such as get-
ting capital into the hands of small businesses more
quickly, with better government coordination and
the separation of FEMA and SBA functions, possibly

Sandra Gunner is president and CEO of the new
New Orleans Chamber of Commerce. She is past
president of the Committee for a Better New
Orleans/Metropolitan Area, which in May 2001
published Blueprint for a Better New Orleans, a stra-
tegic plan developed after an 18-month planning
process. She has served as director of manpower
and economic development for the city. Her firm
Gunner & Associates, has worked on small business
capacity building in Louisiana and Mississippi.

Maura Donahue is chair of the board of directors
of the United States Chamber of Commerce, where
she advocates on behalf of small businesses. Maura
is also president of DonahueFavret Contractors
Holding Company and vice president of business
development for DonahueFavret Contractors, Inc.,
a leader in the Gulf South region’s construction
industry. Maura serves on the boards of Greater
New Orleans, Inc., the St. Tammany Parish Economic
Development Foundation, and Resource Bank.
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facilitation of SBA processes by chambers and
banking institutions. She also advocated:

1. The creation of greater incentives for capital
investment—such as the Commerce delega-
tion of 30 business people coming to invest in
the region.

2. The expedited reconstruction of housing,
infrastructure, and schools.

3. A community-based approach that focuses on
building up clusters of businesses, as opposed
to supporting one company here and another
company there.

4. Small business access to insurance, including
innovative ways to incentivize, reinsure, and oth-
erwise reward insurance companies willing to take
a chance on the redevelopment of the region.

5. Investment in preparedness and mitigation,
as meteorologists forecast an intense 10-year
storm cycle.

6. Working together across the affected areas
to share lessons learned and explore ways to
build better connections across the region.

Finally, she said, she wanted to leave the conference
with two thoughts. First, emergency prepared-
ness—everyone at the local, state and national
levels needs to have an emergency preparedness
plan that takes care of local communities after a
disaster. Second, “this tragedy, which has been a
challenge for us, needs to be an opportunity for
us...We can come back better and stronger than
before....Working together as private citizens,
working together as the business community, we
can make this happen.”
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MODERATOR

Daniel Heath, Associate Director, National
Economic Council, The White House

PANELISTS

Michael Olivier, Secretary, Louisiana Economic
Development

Leland R. Speed, Executive Director, Mississippi
Development Authority

Daniel Heath, of the White House’s National
Economic Council, noted that if there were any
doubt that entrepreneurship in the private sec-
tor has the lead role in the Gulf Coast’s economic
recovery, the conference should dispel that doubt.
Heath said that a primary level of rebuilding
effort focuses on restoring existing businesses,
restoring housing, and removing obstacles to the
return of the customer base. A secondary, perhaps
more visionary, level is how the future should dif-
fer from the past and what new types of industry
might come in.

Heath noted that President Bush feels strongly
about the role of small business in the recovery. The
Congress was supportive in passing legislation on
Gulf Opportunity (GO) Zones, which includes dou-
bling business expensing and the bonus depreciation.
Beyond that, President Bush has promoted the UEP,
surety bonds up to $5 million, SBA financing for
disaster mitigation and preparedness, a grace period
in SBA financing, and raising the maximum size of
SBA loans to $10 million. Heath said that within SBA
there has been a push for great performance—SBA
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was on the cusp of having lent $8 billion in the six
months since the hurricanes, more than it has lent
in its 50-year history.

The panel’s focus is on state and local responses
and on what can be done to remove the obstacles
to the proper business environment for a robust
recovery. Heath said that an approach “in which
people who have seemingly been left out of oppor-
tunity can move into opportunity” serves the long-
term interest of the region. Such an approach goes
beyond “donor fatigue” and reliance on the federal
government to “a region saying we really want to
be different from the time before. We want to be
a model for everybody to look at about a way of
doing it that emphasizes opportunity.”

Michael Olivier, Secretary of Louisiana Economic
Development, welcomed the participants to
Louisiana. He noted that 37 of the 64 parishes or
counties in the state are in the “GO Zone”—10
parishes in the New Orleans region were criti-
cally impacted. The parishes less impacted will
need to carry the economic football, he said.
Many employees came in right after the storm,
and the state received significant assistance from
Florida—which had weathered four storms in two
years—and New York, with its experience after
9/11. “What would they have done differently
is our question and we have been learning from
them. We are also learning that some things that
were done before this will not be repeated.”

The opportunity in this devastation, he said, is
both to promote existing business and to pro-
mote the state as a good place for new businesses
to come. The reconstruction process may take as
long as ten or more years—no one knows how
long. The process of both promoting existing

Daniel Heath is associate director of the National
Economic Council at the White House, where he is
responsible for small and minority business, entre-
preneurship, economic development, agriculture,
and natural resources issues. Until 2001 he was
senior economist for natural resources and inter-
national trade at the Office of Management and
Budget. For much of his career, Daniel helped oper-
ate a small strategic planning company in Europe
that advised global firms on risk management and

market entry.

Michael Olivier has been secretary of Louisiana
Economic Development since 2004. He has been
an economic developer in Louisiana and Mississippi
for more than 30 years. He received the American
Economic Development Council’s Distinguished
Service Award in 1995, 1996, and 1997; and
he was named an honorary life member by the
Southern Economic Development Council, the
council’s highest honor, in 1995. He was honored
by Business Week in 1999 and by Southern Business
and Development Magazine in 2002.
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businesses and attracting new ones will require
taking advantage of the incentives available from
the federal government, including CDBG funds to
be spent in three areas—housing, workforce train-
ing, and economic development.

e In housing, in addition to the several hundred
thousand houses destroyed, there were many
renters in apartments—probably half a million
residences were affected, half of them destroyed.

Photo Credit: Michelle Cecchett

* In workforce training, about 20 to 25 percent of
the workforce will be engaged in construction.
The state needs to both recruit new people to
come in and retrain people from being bread
truck drivers to working in construction.

* In economic development, it has been difficult
to focus because of the huge demand for hous-
ing. It is expected that $8 billion or more will be
needed, and adding infrastructure brings it to
another $11 billion or more.

FEMA trailers in a neighborhood north of New Orleans.

Entrepreneurship: The Foundation for Economic Renewal in the Gulf Coast Region

He encouraged businesses to “keep doing what
you have done”—in energy, durable goods, bio-
technology, forestry, and certainly the services sec-
tor. The Governor’s Rapid Response Fund went
into a bridge loan program “which lasted all of
two weeks,” an indication of the demand—407
businesses, no loan more than $25,000, six months
without interest. Next, $30 million in CDBG funds
already in the state were put into play—and again
the funds were exhausted two weeks later—loans of
$100,000, six months no interest. The next round
will be rolling those loans when they mature into
extended loans for up to three years at an interest
rate of 6 to 8 percent. “That’s where we are and
then we hope to have another round of some $60
million that will come from Washington.”

Meanwhile, the state has set up business coun-
seling centers—some business owners initially
“needed to talk about their family, their employ-
ees, their business, their homes. And they really
didn’t get around to the business until the second
or third meeting.” These centers were made avail-
able to more than 81,000 businesses that were in
some state of cessation, and today about 18,000
of these businesses are still closed. Those that are
open are not operating at capacity, for two major
reasons—the workforce and the market.

There are questions about which businesses will be
able to move forward, but government’s role is to
make the environment as right as possible, provide
access to capital, and get out of the way—don’t hold
them up with permits, Olivier said. Nine of his staff
are dedicated to working with FEMA to ensure that
local businesses are referred for providing whatever
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was needed that day. A recent workshop was fol-
lowed by a matchmaker process in which businesses
were directly connected with contracting opportu-
nities. And the state found an innovative way to use
FEMA trailers to house the workers.

To promote entrepreneurship, the Urban
Entrepreneur Partnership offices are being estab-
lished in New Orleans, Baton Rouge, and the
Mississippi coast as an assessment tool to give
businesses at various stages a mechanism to go to
the resource provider. A common database of
resource providers will be used and a tracking pro-
cess will help determine how effectively the
resources are being used. There will be an initia-
tive to ensure the continued elevation of entrepre-
neurial skill sets, and a linkage to capital resources
for businesses at different stages. Entrepreneurship
Day in the state was set for April 18,

To the entrepreneurs in the room, he said, “you play
a critical role in Louisiana’s economy. ... And it is all
of that innovation, all of that drive and all of that
assertiveness that’s essential...the passion, the will,
the desire. It’s what makes America America.”
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Leland Speed, executive director of the Mississippi
Economic Development Authority said that 450,000
people live in the three most directly affected south-
ern counties of Mississippi, right on the water. A little
more than 100,000 of the 450,000 are living in FEMA
trailers—40,000 families. In some communities, the
destruction of houses was as high as 75 percent—in
Pass Christian, Waveland, or Bay St. Louis. In Hancock
County, 43 percent of the population lives in FEMA
trailers. As an “old real estate guy,” Speed said, “I'see. ..
one great big humungous real estate opportunity.”

What is an entrepreneur? A person with:

1. Agoodidea.
2. An appropriate skill set.
3. A high level of energy.

4. Good self-discipline, to “take your pops,”
smile, and keep coming back.

The dream of having one’s own business built this
country and will rebuild Louisiana and Mississippi,
Speed said. Government can help, but at the end
of the day, individuals making individual business
decisions will make it happen.

The big opportunity, the crying need in Mississippi
is affordable housing, and it’s not happening, Speed
said. Conservatively, Mississippi will need 50,000
housing units and will need to get 10,000 going
in the first 12 months—even then it will take five
years. “If we get 2,500 built” in the first 12 months
after Katrina, he said, “I will be happy.” The market
was generating 1,500 a year, and the needed skill
sets are lacking—the carpenters, plumbers, bull-
dozer drivers, and so on. One reason the workforce
isn’t there is that there is no place for them to live.
“So it is sort of a chicken and egg deal.”

Leland Speed is executive director of the Mississippi
Development Authority (MDA), as well as founder
and chairman of Parkway Properties and EastGroup
Properties in Jackson. The companies are ranked
first and 15th, respectively, among 200 real estate
companies in total returns to shareholders over 10
years. Speed’s MDA strategy is to help Mississippi’s
existing businesses grow and expand while attract-
ing new companies to the state by showcasing how
Mississippi can help them improve their returns.
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Before Katrina, Mississippi had five different pro-
curement centers around the state and there is a
database of all the contracts the office is aware of
that are coming up in the state, both public and
private. So, for example, someone might come in
to the center saying he wants to do roofing, and if
he does not have all the qualifications, there will be
courses offered so that he can be qualified and put
in the data base. The challenge now is to “hold the
hands” of the small and minority business owners
to walk them through the process. Permitting and
other regulatory questions will need to be resolved
quickly so that work can progress.

“Again, 1 would just like to say this is a super
opportunity for folks from around the country to
come down here in our neck of the woods and join
us,” Speed said. “I think one of the things that we
will succeed in is expanding the number of folks
that are in the system of business that can...actu-
ally do the rebuilding of our area.”

Questions during the question and answer session
included specific questions about CDBG grants
and the types of workers needed (see Transcript,
Appendix D.)
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MODERATOR

Jonathan Ortmans, President, The Public Forum
Institute

PANELISTS
Mark Drennen, President, Greater New Orleans, Inc.

Elaine Edgcomb; Director, Fund for Innovation,
Effectiveness, Learning, and Dissemination
(FIELD); Aspen Institute

John Elstrott, Director, Levy-Rosenblum Institute
for Entrepreneurship, Tulane University

Ronald Utt, Herbert and Joyce Morgan Senior
Research Fellow, Thomas A. Roe Institute

for Economic Policy Studies, The Heritage
Foundation

Jonathan Ortmans of the Public Forum Institute
began by saying, “You know, I sat down earlier
listening a little bit to what was being said and I
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thought to myself, what on earth can someone
from outside of this region bring to those that are
going through so much suffering and pain and
trouble?” One thought, he said, was that perhaps
an outsider could bring a different and helpful
perspective that those going through the situation
might not see. “I am thinking, wow, you know, this
really is an extraordinary opportunity in front of
us...I grew up outside of the country and people
said what do you love about America? They always
say the same two things, we love New York City
and we love New Orleans.” Ortmans emphasized
that the situation is an opportunity not only to
rebuild, but also to create new types of institu-
tions that do things differently. “You don’t have
to look at best practices, you can create the best
practice. You are New Orleans, you are a commu-
nity known for innovation in the sense that you
are creative people.”

Mark Drennen is president of Greater New
Orleans, Inc. (GNO, Inc.), a regional economic
entity that was created two years ago and repre-
sents the 10 parishes hardest hit by Katrina. The
original mission was to create 30,000 new jobs in
the region. Since Katrina, the goals have changed,
although the mission to create the right environ-
ment for job creation still exists. One thing heard
over and over is the failure of existing systems to
react to a crisis of this magnitude. Without blaming
any single entity, Drennen said, it is important to
categorize what has been learned so that the coun-
try will be better prepared for another such event.

One example of a lost opportunity is that hun-
dreds of thousands of meals were being pro-
vided to evacuees for a long time, in the form of
MREs, meals ready to eat. What an opportunity

v / i

Jonathan Ortmans is president of the Public
Forum Institute, an independent, not-for-profit orga-
nization dedicated to creating the most effective
means of fostering public debate on major issues.
The forum has conducted citizen engagement
initiatives on topics such as the economy, work
force development, and disaster preparedness.
Currently, he oversees the National Dialogue on
Entrepreneurship, designed to focus the attention
of policymakers on the value of entrepreneurship to
the economy and society.

Mark Drennen is president of Greater New
Orleans, Inc. As commissioner of administration
under Louisiana Governor Mike Foster, Jr., from
1996 to 2004, he served as chief financial officer of
the state, managing the state’s $16 billion operating
and capital outlay budgets. Working with the gov-
ernor and the legislature, he pushed Louisiana into
the forefront on performance-based budgeting and
reordered the state’s capital outlay priorities.
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Elaine Edgcomb is director of the Aspen Institute’s
Microenterprise Fund for Innovation, Effectiveness,
Learning, and Dissemination (FIELD), whose focus is
the advancement of U.S. microenterprise. FIELD cre-
ated and manages MicroTest, a performance and
outcomes measure for microenterprise programs,
and MicroMentor, an online mentoring service.
She founded the Small Enterprise Education and
Promotion Network, a North American nonprofit
association that supports microenterprise in the
developing world.

that was, Drennen said, for Louisiana restaurant
businesses to get back to work—“Louisiana can
do food!” A federal representative came offering
to work through the bureaucracy to have the food
provided by Louisiana restaurants. “We got the res-
taurant association together. Within a week we were
ready to start providing on the Northshore 20,000
meals a day instead of MREs—cheaper, better food,
provided by Louisiana restaurants. That gentleman
came back to us and said, I am so frustrated—I can-
not move the bureaucracy. That is not allowed. I, in
fact, am going to quit my job today”

Drennen gave other examples—of opportunities to
build modular housing, of a plan for using CDBG
money modeled on the successful use of such mon-
ies in New York after September 11, 2001, that went
awry, of IT companies that have moved to other
parts of the country that are needed back.

“Normally, what we talk about is government get-
ting out of the way—let us do business. But in this
case, we need government.” Drennen spelled out a
number of things government needs to do before
businesses can survive in this environment:

o Health care—services have been devastated.

* Sewerage, water—the lines under the street have
been devastated.

e Schools.

e Insurance costs.

In closing, Drennen referenced a study on the real
costs and implications of rebuilding, soon to be
available from both GNO, Inc. and Michael Olivier’s
office. The book includes information about the
opportunities and incentives available in Louisiana
(see citation in Transcript, Appendix D.).
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Elaine Edgcomb, director of the Fund for
Innovation,  Effectiveness, Learning, and
Dissemination (FIELD) asked participants to
“remember as we leave here today that in order to
secure a vibrant entrepreneurial future for New
Orleans, we cannot forget the very smallest busi-
nesses who have worked in this city and region
for a long time.” It’s important to open wide the
doors of opportunity for these smallest businesses,
Edgcomb said. While Deborah Tootle pointed out
the importance of these businesses in rural areas,
they are critical in urban areas as well.

Edgcomb noted thataccording to Census data there
were some 320,000 of these very small businesses
in the affected areas of Mississippi and Louisiana,
and they accounted for more than 18 percent of
employment in these states. Survey data covering
520 very small businesses show that they produced
more than $45 million in sales and created more
than 950 jobs. About 18 percent of those below the
poverty line moved above the poverty line within
just one year, and about 13 percent moved out of
the “working poor” category.

Their value can also be measured in what they
contribute to the local flavor of their communi-
ties. Richard Florida, who writes about the “creative
class,” has said that the ethnic quality and the self-
expression of a place are what makes it attractive to
people who want to live there and businesses that
want to relocate there. The conference has talked
about recruiting and attracting talent: the smallest
businesses are the seedbed of a lot of the talent.

Finally, it’s a question of economic justice—broad-
ening economic opportunity for those who have
been excluded before. Several things can be done to
encourage these businesses. Build the institutional
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infrastructure that can provide support: chan-
nel support through microenterprise develop-
ment organizations and community development
finance organizations. On average more than 50
percent of their clients are women and persons
of color—groups that need to be included going
forward. These institutions are developing physi-
cal business centers that can compensate for the
lack of affordable rental spaces, accommodate the
loss of equipment and technology, provide back
office services to enable entrepreneurs to focus on
what they do best, and increase access to markets
through supplier diversity programs.

Before Katrina, Edgcomb said, “we documented that
these institutions had almost $28 million invested
in small and micro-businesses in this region.” These
programs, underfunded before, are undercapital-
ized now, but if given some resources can make a
difference in moving these communities forward.

What is also needed is to build a map of who is
doing what, Edgcomb said. Who can offer services
at what level of enterprise? How can we efficiently
hand off from one entity to another as businesses
outgrow the services offered by one and need
services from another? How can we create a real
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network that functions efficiently to move the
community forward, build entrepreneurship from
the ground up, and create a space where people
can find the opportunities they need?

John Elstrott, director of the Levy-Rosenblum
Institute for Entrepreneurship, Tulane University,
is a native of New Orleans who has been at Tulane
for 22 years and is an active entrepreneur. He
has been involved in the natural foods, biosci-
ences, pharmaceutical, music, and construction
industries in New Orleans. “And there is more
opportunity here in New Orleans than I have ever
seen in my business career as an entrepreneur
here,” he said. By focusing and taking advantage
of this opportunity, New Orleans can be a better
place than before and can assist other cities going
through such difficulty.

The universities are committed to helping rebuild.
Elstrott said he would focus on what the busi-
ness schools at Tulane and the other New Orleans
universities can do. For 15 years, Elstrott has run
a community service program offering business
students, both undergraduate and MBA, to help
small businesses and not-for-profits “and they
have done some wonderful work.” Tulane’s dean
asked him to start a new class called Rebuild New
Orleans that would be required for all incoming
MBA students. Twenty percent of these students
come from Louisiana but the rest are from all over
the country. In this course, students are educated
on the issues faced, but they also put in at least 35
hours helping small businesses and not-for-profits
get back on their feet. They work in two-or three-
person teams with a faculty member and a mentor
from the business community as well as a small
business or not-for-profit.

John Elstrott is a clinical professor of entrepre-
neurship and director of the Levy-Rosenblum
Institute for Entrepreneurship at Tulane University’s
A.B. Freeman School of Business. He manages
entrepreneurship research programs that train
and inspire entrepreneurs, and he contributes to
regional economic development through joint aca-
demic, government, and business initiatives that
stimulate private enterprise. He is director of the
Tulane Family Business Center and is a former chief
financial officer of Celestial Seasonings, Inc.
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Ronald Utt is senior research fellow for the Thomas
A. Roe Institute for Economic Policy Studies at the
Heritage Foundation. He also works with other
scholars to evaluate the success and failure of
policies for urban revitalization, land use, and
growth management. In the early 1990s Utt was
executive vice president of the National Chamber
Foundation, where he created and edited the
Journal of Economic Growth and the Journal of
Regulation and Social Costs.

Many of these businesses focus on lack of capi-
tal, but that is often a symptom of underlying
problems, Elstrott said. These problems are often
related, as Leonard Greenhalgh noted earlier, to
lack of strategic direction, poor cash flow manage-
ment, inefficient processes, and self-orientation
instead of customer orientation.

Student teams have helped them address those
issues. Elstrott said he is working on an integrated
solution, working with the other business schools
and universities to put together a joint grant
request to do entrepreneurship research related to
the recovery process and the role entrepreneurship
can play, as well as developing curriculum to infuse
entrepreneurship throughout the universities.

Elstrott plans to create a “NOLA Corps” mod-
eled after the Peace Corps that would, over the
next year, take 50 three-person student teams that
include MBA and undergraduate students work-
ing with 10 businesses each throughout the year
on a managerial and technical assistance project.
He is working with Idea Village to find the right
businesses and with Desire NOLA. He also hopes
to help the universities commercialize their tech-
nology. “We have tens of thousands of businesses
that need help and our focus is going to be to
leverage the students that we have to reach a lot
of those businesses and keep those students here
in New Orleans.”

Ronald Utt of The Heritage Foundation returned
to Donald Powell’s theme of safety, about making
the region a secure place not only to live, but to
conduct business. Preserving safety reduces risk.

Entrepreneurship: The Foundation for Economic Renewal in the Gulf Coast Region

Utt came to involvement in entrepreneurship in
the late 1980s and early 1990s, helping Eastern
European countries make the transition from
socialistic to market economies. There were entre-
preneurial people ready to get going, but what they
did not have was the legal infrastructure in which
to operate—no property rights, commercial law,
enforcement of contracts, or even a law to define a
level of contract. Americans take this for granted, so
the risk they confront is basic business risk—“our
own stupidity...or bad times in the economy,” Utt
said. But in many Eastern European countries,
the lack of legal infrastructure was the most seri-
ous risk. Without legal certainty, businesses never
evolved beyond a relatively low-level business that
might support the family but didn’t do much for
the economy because it was too risky to expand.

That is changing as countries like the Czech
Republic and Poland that have established a work-
able legal infrastructure are “going gangbusters”
and attracting enormous amounts of capital from
the West. And standards of living are rising. In
other countries where progress has been slower,
the most important export is their population.
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Here the legal infrastructure is in place—the prob-
lem is the infrastructure—levees, levees, levees, as
Chairman Powell said. There is still a lot of uncer-
tainty as to how secure it will be—whether the
Corps of Engineers has the capability, given the
existing design standards, the time frame, and
the amount of resources, to make the Gulf Coast
region as safe as it needs to be to create an environ-
ment of business certainty, where the only risk is
business risk, as opposed to natural disaster risk.

Some questions remain unresolved and lead to
increased uncertainty and risk, Utt said:

* Are you bringing the levees up to Category 3 or
Category 5? The previous “Category 3” turned
out to be inadequate. If they build to the same
level, many business people may say it’s too
risky. And the longer the level of risk is too high
to attract other businesses, the more likely the
existing entrepreneurs who are hanging on by
their fingernails will simply have to let go.

* What about land use? There has been an effort to
decide what parts of the city are defensible and
which are not, which in turn will decide where
people will or won’t build. That also determines
what kind of aid people can get, where eminent
domain will be put in place, where they can
build and move on. There is as yet no certainty
about what will be on or off limits.

* What about flood insurance? There is the whole
question of insurability. Until these things are
determined, no one will do anything.
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° How do these considerations affect whether
ordinary people will even come back to live here?
This is important because business exists in an
environment of workers and customers, and
many businesses in the region are short of both.

Utt said that many ideas may not happen until
there is more of a sense of certainty as to how
safe it will be for residents and businesses. Most
businesses cannot diversify risks—they have 100
percent of their assets, wealth, and career in one
place—and if it is not secure, individuals will go
somewhere else.

These are public sector decisions, Utt added, and
it seems the federal, state, and local government
are still not on the same page. Until everyone gets
together to determine what the resources are, what
the costs are, what is the technology level to which
they will build, and what the land use patterns will
be, the other things will be slow to get started.

The final Q&A session touched on the risk issues, the
opportunities, and the need to find ways to support
local entrepreneurship in the New Orleans region.

Photo Credit: Steve Clark
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Advocacy Director of Economic Research Chad
Moutray closed the session by thanking the con-
ference sponsors and staff and briefly reviewing
the four topics covered:

1. What role can entrepreneurship play in mov-
ing individuals and communities to economic

health?

2. How can small businesses and local entrepre-
neurs connect with larger businesses and the
government?

3. What will it take for larger firms to reach out
to local entrepreneurs and small businesses?

4. What are the elements of a policy environment
that enables entrepreneurship and innovation,
whatever the socioeconomic conditions of the
entrepreneur?

Photo Credits: (top) John McDowell, (bottom left) Kathryn Tobias, (bottom right) John McDowell

Senator Mary Landrieu (top), Federal Gulf Coast Rebuilding Coordinator Donald Powell
(bottom left), Factory Service Agency President Mike Mitternight, and SBA Regional
Advocate Eric Munson (bottom right) were among participants in the conference.
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“Those were the questions that we asked at the
beginning and I am hoping that through the five
panels today we have answered each of those,” he
said. “For those that we didn’t, this is where really
the dialogue will continue. And hopefully over the
coming months and years through our research
and through other efforts, we can answer each of
those questions.”
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appendixa Conference Agenda

ENTREPRENEURSHIP: THE FOUNDATION FOR
ECONOMIC RENEWAL IN THE GULF COAST REGION
The Wyndham Hotel, New Orleans, Louisiana

CONFERENCE AGENDA

MONDAY, APRIL 10, 2006

2:30-5:30 PM Bus Tour

A view of the current situation in New Orleans.
Departure Location: Wyndham Hotel, New Orleans, Louisiana

5:30-7:30 PM Welcome Reception

Networking and light refreshments.
Location: The Court of Two Sisters, 613 Royal Street, New Orleans

TUESDAY, APRIL 11, 2006
7:30-8:30 AM Conference Registration and Continental Breakfast

8:30-9:00 AM Opening Remarks
The Honorable Thomas M. Sullivan, Chief Counsel for Advocacy
The Honorable Donald Powell, Federal Coordinator of Gulf Coast Rebuilding

(continued, next page)
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9:00-10:00 AM  Setting the Stage: The Economic Context for Rebuilding
the Small Business Economy

A discussion of the broader economic and urban development context as it applies
to the revitalization of the Gulf Coast region.

Moderator
Chad Moutray, Chief Economist, Office of Advocacy, U.S. Small Business Administration

Panelists
Doug Gurley, State Director, Mississippi Small Business Development Center,
University of Mississippi

Loren Scott, Professor Emeritus, Louisiana State University

Deborah Tootle, Associate Professor, Community and Economic Development,
Louisiana State University

Tim Williamson, President, The Idea Village
10:00-10:15 AM Break

10:15-11:15 AM  Entrepreneurship as a Means of Economic Stability and Job Creation

This panel discussion will focus on the important role local entrepreneurs from
across the socioeconomic spectrum play in urban and regional renewal.

Moderator
Nancy Montoya, Regional Community Development Manager, Southern Louisiana
and Southern Mississippi, New Orleans Branch, Federal Reserve Bank of Atlanta

Panelists
Leonard Greenhalgh, Professor and Director of Programs for Minority- and Women-
Owned Business Enterprises, Dartmouth College

The Honorable Marc Morial, Chairman, Urban Entrepreneur Partnership, and
President and CEO, National Urban League

Pari Sabety, Director and Fellow, Urban Markets Initiative, Metropolitan Policy
Program, Brookings Institution
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11:15-12:15 PM  Exploring the Potential for New and Existing Businesses
in Promoting Revitalization

Panelists will look at how established businesses can contribute to the revival of the
region by bolstering the health of new and smaller businesses and discuss the prerequisites
for greater business investment.

Moderator
Steve Adams, Regional Advocate, Region I, U.S. Small Business Administration

Panelists
Larry Burton, Executive Director, The Business Roundtable

Eric Reisner, Vice President for Strategic Programs, Johnson Controls, Inc.

Dorothy Terrell, President and CEO, Initiative for a Competitive Inner City
12:15-1:45PM  Luncheon

Luncheon Remarks

Daryl Williams, Director of Minority Entrepreneurship, Ewing Marion Kauffman
Foundation, and National Director, Urban Entrepreneur Partnership

Keynote Address

Maura Donahue, Chair of the Board of Directors, U.S. Chamber of Commerce,
and President, DonahueFavret Contractors Holding Company

Introduced by Sandra M. Gunner, President and CEO, New Orleans Chamber
of Commerce

1:45-2:45 PM Encouraging Business Ownership in the Gulf Coast Region

This session will focus on public policy initiatives that can reduce obstacles and
encourage entrepreneurial growth.

(continued, next page)

> Return to Table of Contents Appendix A: Conference Agenda




Moderator

The Honorable Daniel Heath, Associate Director, National Economic Council,
The White House

Panelists
The Honorable Michael Olivier, Secretary, Louisiana Economic Development

The Honorable Leland R. Speed, Executive Director, Mississippi Development Authority
2:45-3:00 PM Break

3:00-4:00 PM A Vibrant Entrepreneurial Future in the Gulf Coast Region

Panelists will reflect on previous discussions and current policy proposals in support
of increasing business ownership and entrepreneurship and discuss key elements of
a long-term strategy to rebuild the small business economy of the Gulf Coast region.

Moderator
Jonathan Ortmans, President, The Public Forum Institute

Panelists
Mark Drennen, President, Greater New Orleans, Inc.

Elaine Edgcomb, Director, Fund for Innovation, Effectiveness, Learning,
and Dissemination (FIELD); Aspen Institute

John Elstrott, Director, Levy-Rosenblum Institute for Entrepreneurship,
Tulane University

Ronald Utt, Herbert and Joyce Morgan Senior Research Fellow, Thomas A. Roe
Institute for Economic Policy Studies, Heritage Foundation

4:00-4:15 PM Closing Remarks
Chad Moutray, Chief Economist, Office of Advocacy, U.S. Small Business Administration
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SBA Office of Advocacy
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Tulane University
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Federal Reserve Bank of Chicago

Darren G. Brown
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Hal Brown
Paladin Capital Group

Virginia Brumfield
SBA New Orleans District Office

Larry Burton
The Business Roundtable

Warren Byabashaija
Louisiana State University

Phyllis Cassidy
Good Work Network
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Jackson State University
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Vance Ceaser
BinarySupport, Inc.

Anne Chaffe
First Bank & Trust

John D. Chamberlain
Enhanced Capital Partners

Bill Cleveland
Corporate Research Board
& National Policy Research Council

E. C. Coffey
SBA New Orleans District Office

Steven Cohen
Seedco

Katherine Collier
ASI Federal Credit Union

Myra L. Corrello
Jefferson Chamber of Commerce

David Crais
Crais Management Group, LLC

Lee C. Crean
University of New Orleans

Lynn Sarpy Crean
Gulf Area Training Enterprises

Jack Crumbly
Jackson State University

Dr. Michael Cusack
University of New Orleans
Small Business Development Center

Babs Fagan Daigle
Southeastern Louisiana University

Michael Dayton
Ewing Marion Kauffman Foundation

Maura Donahue
U.S. Chamber of Commerce

Mark Drennen
Greater New Orleans, Inc.

Patricia Driscoll
SBA New Orleans District Office

Augustine Yao Dzathor
Jackson State University

Elaine Edgcomb
Aspen Institute
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Tulane University
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Johnson Controls, Inc.

Stephen R. Favorite
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Second Wind Nola
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Southern University
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Sandra M. Gunner
New Orleans Chamber of Commerce

Doug Gurley
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First Bank & Trust
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University of Michigan
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Center for Social Research
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National Economic Council

J. Howard Henderson
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University of New Orleans
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Louisiana Economic Development
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aopendixc POWerPoint Presentations

Setting the Stage: The Economic Context for Rebuilding the Small Business Economy

1 SBA Entrepreneurship Conference. Loren C. Scott, Professor Emeritus, Louisiana State University

2 New Orleans Entrepreneurs Post-K. Tim Williamson, President, The Idea Village

Entrepreneurship as a Means of Economic Stability and Job Creation

3 Building Capacity among Entrepreneurs: Opportunities in Rebuilding the Gulf Coast.
Leonard Greenhalgh, Professor and Director of Programs for Minority and Women-Owned
Business Enterprises

4 Barriers to Capital Access in Rebuilding the Gulf Coast: The Role of Credit Scores in Access to
Capital in Post-Disaster Situations. Pari Sabety, Director and Fellow, Urban Markets Initiative,
Metropolitan Policy Program, Brookings Institution
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Tim Williamson

New Orleans Entrepreneurs
Post-K

The ldea Village
April 11, 2006

Our viewpoint...
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Building Capacity

Among Entrepreneurs:
Opportunities in Rebuilding
the Gulf Coast

Leonard Greenhalgh

Patterns in the data reveal the
weaknesses of
minority entrepreneurship

The top eight weaknesses..,

Weaknesses of Minority Businesses
1. Lack of strategic direction

2. Not empowering employees effectively

3. Poor cash-=MMow management
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Weaknesses of Minority Businesses
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Weaknesses of Minority Businesses

1. Lack of strategic direction

2. Not empowering employees effectively

Weaknesses of Minority Businesses

. Lack of strategic direction
Not empowering employees effectively
3, Poor cash flow management
. Control systems undenutilized

. Inefficient processes
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Barriers to Capital Access
in Rebuilding the Gulf
Coast: The Role of Credit
Scores in Access to Capital
in Post-Disaster Situations
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appendix0 Edited Conference Transcript

ENTREPRENEURSHIP: THE FOUNDATION FOR
ECONOMIC RENEWAL IN THE GULF COAST REGION

TUESDAY, APRIL 11, 2006

Opening Remarks

MR. SULLIVAN: Good morning. Thank you for
being here today at our conference, Entrepre-
neurship: The Foundation for Economic Renewal
in the Gulf Coast Region. I am Tom Sullivan. I am
the chief counsel for advocacy at the Small Business
Administration and I would like to welcome each
one of you.

Today promises to be an exciting day. Please
open your packets and look at your agenda
throughout the morning. And also, if you get
through the agenda and all of the packet mate-
rial, we have more material for you at the back,
all sorts of information, facts, figures about
small business and the power of small business
to the economy. Now, in today’s agenda you will
see that every speaker, every panel, provides
experience and insight into the issues faced
by entrepreneurs and small businesses post-
Katrina. Their perspectives will be important as
we examine the question of how small business
and entrepreneurship will be the foundation
for economic renewal here in New Orleans and
across the Gulf Coast region.
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The Office of Advocacy is proud to be a
cosponsor of this event along with the Ewing
Marion Kauffman Foundation, the Public Forum
Institute, and the Gulf Coast Urban Entrepreneur
Partnership.! Can Daryl Williams of the Kauffman
Foundation and the Gulf Coast Urban Entrepreneur
Partnership and representatives from the Public
Forum Institute please stand? Thank you. Without
their support, this conference wouldn’t be possible.

This conference serves a serious purpose. Our intent
is to examine the importance of a vibrant small
business sector to the long-term economic recov-
ery of the Gulf Coast region—and the challenges
facing entrepreneurs here. We hope that today will
lay the groundwork for small business advocates as
you promote the importance of entrepreneurship
to economic revival. It will be up to the residents
and entrepreneurs here and throughout the region
to use the information from this conference in their
rebuilding programs and plans.

“We hope that today will lay the

groundwork for small business
advocates as you promote the
importance of entrepreneurship
to economic revival.”

THOMAS M. SULLIVAN

My office has demonstrated how entrepre-
neurs and small businesses play a critical role
in a region’s economic health. Studies from the
Office of Advocacy have shown how important
entrepreneurs are to sparking innovation, driv-
ing community development in distressed areas,
building wealth, and creating jobs.”> Guided by
that research, we hope this gathering can begin to
address key questions around restoring the small
business economy in the Gulf Coast region.

1 U.S. Small Business Administration, Office of Advocacy, www.sba.gov/advo; Ewing Marion Kauffman Foundation,
http://www.kauffman.org/; Public Forum Institute, http://www.publicforuminstitute.org/; Urban Entrepreneur Partnership,

http://www.nulempowermentfund.com/partnership.aspx.

2 To sign up for listservs: http://web.sba.gov/list/.
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Now it is up to me to introduce the kickoff speaker
for this conference. The Honorable Donald Powell
was named by President Bush to be the federal
coordinator of Gulf Coast rebuilding.’ His focus is
on developing a long-term rebuilding plan. His role
is to help generate consensus among local, regional,
state, and federal officials about how rebuilding
should proceed. It is a tough job, no doubt about it.
However, Don Powell has received high marks and
praise from residents and officials as a true con-
sensus builder and someone who cares about the
future of this great region. Ladies and gentlemen,
please give a warm welcome to the federal coordi-
nator of Gulf Coast rebuilding, Don Powell.

MR. POWELL: Thank you, Tom. Good morning.
AUDIENCE MEMBERS: Good morning.

MR. POWELL: Everybody sleep well last night? I think
that I tossed and turned and I can’t tell you why. You
have to have those nights every now and then to
make sure that you can appreciate the restful nights.

But [ am delighted to be here. I bring you greetings
from the Office of the Gulf Coast Coordinator. I
tell folks we are about 90 days old, about 100 days
old, I should say now, and we started with two folks.
We were somewhat entrepreneurial ourselves. I can
remember we started, very frankly, in the back of
my car. We were walking around looking for a space
and we had some files, some books, and some issues
and we had them in an automobile and we found
some space. And I remember the first day we went
into our new quarters and how excited we were to

be participating in a cause that may be the most
important thing that I have ever done in my life.

I have been very blessed. I tell people the most
important thing that has ever happened to me is
meeting my wife of 45 years, but she almost takes
a second seat to my grandchildren. I have four
grandchildren, two of which live in the South. I
am going to try to see them this week.

Let me share with you just for a couple of min-
utes or so about what our charge is and what our
mission is, what we are attempting to do. As I
mentioned, we now have a staff of about 20, 21
people. I am terribly impressed with the attitude
and with the skill set and with the general ability
of the people that I am privileged to work with.
We have the same skill sets that you might expect
in an office such as ours. We have press, we have
legislative affairs, we have policy people, and we
have administrators. We have people in this area. I
would encourage you, those of you that live in this
area, to seek out and find Donna Gambrell, who is
based in Baton Rouge, but she is in New Orleans a
lot. And she together with a couple of other people
will be our eyes and ears in the area.

I am down in this area probably about every eight
days or so. I think that I have counted I have been
to New Orleans 20 some odd times. I think it is
something like 22 times. I have been in Mississippi
about 15 times and Alabama a couple of times. I
am from Texas, so I know Texas, so I haven’t been
over to Texas very much.

3 Gulf Coast Rebuilding, http://www.dhs.gov/dhspublic/interapp/editorial/editorial_0816.xml.
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“... remember the first day we
went into our new quarters and

how excited we were to be par-

ticipating in a cause that may

be the most important thing
that | have ever done in my life.”

DONALD POWELL

Let me, before I make a couple more comments, I
want to be sure I know who the audience is. How
many of you make a payroll? How many of you this
coming Friday, how many of you are going to have
to go and make a payroll? God bless you. You are
really the people that I want to talk to. You know,
some of us that don’t have to make a payroll—and
I was in the banking business for 40 years and I can
remember one day waking up and I was telling my
wife—she said, what troubles you today? I said, you
know, today is our payroll day. And she asked me
what the payroll was and I told her, and she said,
jiminy. You know, we were responsible for about
right at 2,000 employees and you can calculate
real quick what that payroll may be. So I share and
understand some of the issues, some of the prob-
lems that you are faced with, especially in an area
that has been devastated such as New Orleans.

When the president first called me and he and I
sat down and talked about this particular assign-
ment, I recall—and I share this with people like
you—two things that he said to me. One, he said,
you are representing the American taxpayer. You
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are in a stewardship role. It is very important that
you understand that. I am a taxpayer. You are
a taxpayer. All of us are part of that payroll. You
are going to make two checks—you are going to
make, really, three checks—you are going to make
a check to the Social Security, and you are going
to make a check for taxes, the federal taxes, state
taxes in some cases, and then you are going to
make a check to the employee. So someone writes
a check—you in this room write a check to the
United States Treasury and it goes to Washington
and the members of the United States Congress,
together with the administration, decide how we
spend that money. And part of the money that the
United States taxpayers have sent to Washington
is coming back to this area. To date it is some-
thing like $87 billion—$87 billion—and there is
another supplemental that will exceed $20 billion
for a total of $107 billion. I was in New Orleans
about 30 days ago and someone tapped me on
the shoulder—I was surprised at this—he said,
“Young man”—and I really liked that when he
said young man. He said, “Did you know that the
American taxpayer is spending $325 a person on
the Gulf Coast?” I said I didn’t know that. So that
once again reminded me, and I went back to when
I sat down with the president—he said, “You rep-
resent the American taxpayer.” It is important.

Second thing he said to me is that long-term
planning for rebuilding the Gulf Coast should be
made by the local people—not the federal govern-
ment—the local people. He feels very strong about
that. So the local people in Florida, Alabama,
Mississippi, Louisiana, Texas will be in charge of
rebuilding and controlling their destiny. It is very
important, very important to understand that.

> Return to Table of Contents

So with those two charges, we went back to our office
and I remember sitting down and talking to our very
lean staff then, maybe four, five or six people, and we
drew a triangle on the blackboard. And what we did
after I had been down here several visits, we came
away with some thoughts and some conclusions. We
attempted to identify what the issues were.

Especially since I am in New Orleans, I am going
to talk specifically about Louisiana, because there
are some unique challenges in Louisiana. It relates
to this conference, because what we are about
here today, we are trying to attract business, we
are trying to expand the workforce, we are trying
to expand the private sector in rebuilding New
Orleans and Louisiana and the whole Gulf Coast
area. So I came and I remember sitting down with
our folks and I remember sitting down with the
president. I said, Mr. President, there are three
issues in New Orleans. One is levees, two is levees,
and three is levees. Safety, safety, safety. So that
became the very base of our pyramid, safety, safety,
safety. So when I talk to people about coming to
New Orleans and putting their business, putting
their distribution center in New Orleans, put a
paint manufacturing center in New Orleans, peo-
ple—the first thing they ask me—they say, are you
safe in New Orleans? Are you safe in New Orleans?
And the president heard that and answered that
call in December with asking Congress to spend
$3% billion on repairing the levees, the breach in
the levees, correcting the design flaws and doing
some other things as it relates to levees. The Corps
of Engineers is now working.*

And I'm a simple guy, because as I mentioned
to you, I have some grandchildren and they are
important in my life. They are very important
in my life. And I remember talking to the Corps
of Engineers finally with some sense of frustra-
tion—talking to them about technical terms. I
finally said to them, look, you have children. They
said yes. I said, do you have grandchildren? One of
them said yes. I said if you move or if I ask my son
to move his family to New Orleans with my grand-
children, would they be safe? And, to the person,
the members of the Corps of Engineers said yes,
yes, yes, yes. That’s good enough for me. There is
still more work to be done. You know about an
announcement that was made about a couple of
weeks ago and there will be more work at enhanc-
ing the levee system, that’s very important. So the
base of that pyramid was safety.

On the right-hand side was one of the first things
that people always ask me when I talk to them and
encourage them to come back to New Orleans to
rebuild—they say, well, wait a minute. Okay, we are
safe. What about housing? Where are these people
going to live? Where are these folks going to live?
So on this side, we call it community. Identify the
issues, communicate those, evaluate those issues,
make recommendations.

So, again, we went back to the administration and
said housing is a critical issue in New Orleans.
Thus, the president acted again through the
CDBG money, community development block
grants, and there is pending in this supplemental

4 Army Corps of Engineers, New Orleans, http://www.mvn.usace.army.mil/.
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$4.2 billion for Louisiana.” Louisiana has already
received $6.2 billion. And with housing mitigation
of $1.7 billion, that’s $12 billion that this admin-
istration has supported in community develop-
ment block grants, of which $7.5 billion is going
to go for housing, including low- and moderate-
income housing. Now folks, that is a lot of money.
That’s a lot of money, but there are a lot of needs
in Louisiana. And that was arrived at not just out
of the air— that was arrived at in negotiating with
members of the LRA, the Louisiana Recovery
Authority, with members supported by FEMA,
SBA, HUD, other government agencies determin-
ing what the needs were for the good people in
Louisiana.® Again, being responsible to the tax-
payer, that’s a lot of money. It is very important
that it was based upon science and not fiction. So I
could look any member of Congress, any taxpayer
in the eye, any citizen in Louisiana and say, look,
we met your needs, we are going to meet your
needs. And I am convinced that the LRA through
its planning process will develop the plans nec-
essary to meet the needs of the good people in
Louisiana. Housing is an important issue.

Other infrastructure issues. Housing, education,
health care—all very important. We are address-
ing those specific issues. I remember sitting down
and saying where do you start? I mean, if you
don’t have police protection, it doesn’t matter how
many houses that you have. And if you don’t have

schools, it doesn’t matter how many houses you
have. And if you don’t have hospitals, it doesn’t
matter. And if you don’t feel safe, it doesn’t matter.
So where do you start? Where do you start? So we
are addressing all of those issues on this side of
that pyramid, “community.”

Now, here on this side is what we are here about
today. The private sector. What role will the private
sector play in the recovery? Again, the president, I
will assure you, understands the importance of the
private sector in rebuilding the Gulf Coast. Thus,
that’s the reason that he supported the GO Zone
and other initiatives to entice business, to encourage
business to come to Louisiana.” Somebody in this
room and somebody outside of this room is going
to make a lot of money in Louisiana. I have told
people if I were a bit younger, you know, and watch
me anyway, I might do it anyway. I might move to
Louisiana and get to work. There are unbelievable
opportunities for entrepreneurs in the Gulf Coast.

Now, let me tell you why I say that. I just told you
that there is $87 billion that’s committed here.
Bank deposits are up 20 to 25 percent—that means
there is a lot of money flowing in this area. There
is not a liquidity issue. People have money in the
bank. What do you do when you have money in
the bank? Most of the time we spend it, don’t we?
We spend it on goods and services. Who sup-
plies goods and services? Entrepreneurs, business

5 Community Development Block Grant Program (HUD), www.hud.gov/offices/cpd/communitydevelopment/programs/.

6 Louisiana Recovery Authority, http://www.Ira.louisiana.gov/; Federal Emergency Management Agency, http://www.fema.gov/;

Small Business Administration, Disaster Recovery, http://www.sba.gov/disaster_recov/index.html; U.S. Department of Housing and

Urban Development, Katrina response, http://www.hud.gov/news/katrina05response.cfm.

7 Gulf Opportunity (GO) Zone (Louisiana summary), http://gozoneguide.
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people supply goods and services. I can think of at
least 10. I was on the airplane the other day talking
to some folks—I wrote down 10 businesses that I
would come to Louisiana and get to work on right
now, right now.

What we are doing at the Office of the Gulf Coast
Coordinator is making sure that the infrastructure,
attempting to make sure that the role of the United
States government is in place with the infrastructure
and the monies necessary to talk about safety, talk
about housing, talk about jobs, skilled jobs. Again,
the president answered that when he assembled some
folks about 60 days ago, I was there with Secretary
Chao and we had the labor, we had civil rights groups,
we had big business, we had small business, and there
is an initiative about how to train unskilled folks to
become more skilled. We have a target of 20,000 that
will be trained in two years. The first graduates will
be ready to go to work in 60 days. Again, the presi-
dent recognized that. The skilled force is going to be
there. We are worried about housing, health issues,
education issues, all of this stuff.

But the core and the engine, the thing that is
going to make it work—if all we do in the federal
government is just rebuild, reconstruct the fixed
environment, it won’t work. We will have a bunch
of empty homes, a bunch of empty hospitals, a
bunch of empty schools. We will have a police offi-
cer walking around with no people. The economic
engine is the people in this room. That’s what
drives America. I tell people we are the envy of the
world for lots of reasons, many reasons: Our rule
of law, our personal liberties, our popular sover-
eignty. But the thing that causes people to envy
America is the free enterprise system. That’s the
good people that raised their hands a moment ago
and said I have to make a payroll Friday.
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“I am proud to be an American
for many reasons. But the direc-

tion and the spirit of America will

be measured in large part by

how we deal with hurting souls.”

DONALD POWELL

It all starts with profit. I tell my friends in the
foundations when they are looking at causes, be
they environmental causes, be they other issues,
they are very important, education issues, health
care issues. Let me tell you, a check was written.
Someone wrote a check to fund that foundation
and that check was generated by what we call prof-
its. Profits—that’s not an evil word.

And the economic engine when we look back 15,
20, 25, 30 years and we look back—and history will
write the recovery of the Gulf Coast—first and fore-
most will be the entrepreneurial spirit and the pri-
vate sector’s role in that rebuilding. The government
can’t do it. The government can’t do it. What I have
also discovered in the entrepreneurial spirit—these
folks—you are leaders in the community. I think
that there is an unbelievable opportunity along the
entire Gulf Coast to transform some issues that
have given us a cause for concern in the past. And
the leaders in transforming those social issues, eco-
nomic issues—guess what?—the people that are on
school boards, the people that head up United Way
drives, the people that head up every nonprofit—
they come from the business sector. That’s you all.
The communities will be better off not only because
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of what you are and the jobs that you provide, but
what you contribute to that community. It is very
important. It comes from the private sector. If you
will look at any community, any community, the
leaders in that community for the cause of good
always come from the business community—always
come from the business community.

So I applaud you, Tom, for getting this group
together, for sponsoring this very important thing,
and I know that you have some panels this afternoon
that will speak to specific issues about how you can
participate in this recovery. I encourage you to take
advantage of every one of those, every one of those.
This is going to be a unique opportunity that only
comes along not in a lifetime, not in a generation,
but maybe once every hundred years.

The world is watching. We are all watching. And,
incidentally, you will be participating in something
also that I think when you talk to your grandchildren
you can say, “You know, I was a part of that rebuild-
ing of the Gulf Coast and it is a better life along the
Gulf Coast because of my efforts.” I often say that
I am proud to be an American for many reasons.
But the direction and the spirit of America will be
measured in large part by how we deal with hurting
souls. Thank you for allowing me to be here.

MR. SULLIVAN: We have time for a few questions if
folks would like to either speak to these mics up front
or there is another mic towards the back. Why don’t
we just kind of walk up. We have time for a few.

MR. POWELL: Just shout it from the mountaintop.

AUDIENCE MEMBER: I will be remiss if I didn’t
ask you to name those 10 businesses that you
wrote down.

MR. POWELL: Will you be competing with me?
I don’t have that list with me but it is the obvi-
ous businesses. I mean, most of them are ser-
vice-related. But, look, everybody knows what
is happening. I look at sales tax information. Let
me give you a little hint. Go to the sales tax people
where they publish the sales tax, see what people
are spending money on. Everybody has got to buy
new furniture. They have got to buy new automo-
biles. They have got to buy the building materials.
Someone has got to construct that. Someone has
got to repair those. Someone has got to service
those. You know where I am coming from. And
it is not all going to be Home Depot, and I love
Home Depot. But look at the sales tax. We moni-
tor the sales tax information on all of the counties
in Mississippi and the parishes in Louisiana. It is
remarkable what is happening. I would go and I
would look at the sales tax information.

AUDIENCE MEMBER: Can you comment on how
the capital will flow to businesses through the Gulf
Coast Rebuilding?

MR. POWELL: Yes. How will the capital flow to
businesses? SBA has several programs. SBA has
made in excess of $6 billion in loans, assistance
to small businesses, to individuals, to some fairly
large businesses in the Gulf Coast area. In excess
of $6 billion, so that’s the source.

I also talk to a lot of bankers. I am a former banker.
Bankers are ready to do it. I spoke to a banking
community here in New Orleans about 30 days ago
and I encouraged them to take risks. Not abnormal
risks, but they are going to have to take some risks.
And they are willing to do that because a bank is the
reflection of the local economy. If the bank sits on
that money and doesn’t do anything with it, guess
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what, they are not going to make any money and
the economy and the community is not going to
flourish. So I think that banks, I think that banks are
willing to—I don’t think that—1I know that—banks
are willing to extend some credit to small business.

AUDIENCE MEMBER: Can I just ask one follow-
up on that?

MR. POWELL: Sure.

AUDIENCE MEMBER: Given that this is such a
unique incident in America where businesses were
literally wiped out, most of these businesses will
not be able to just obtain another loan. Is there
any thinking outside of the box about how to cre-
ate a capital product that is much different from
traditional banking?

MR. POWELL: Yes. I think there is some thinking
and I visited with some folks in New York about
some venture capital money—rvery frankly, pool-
ing a lot of money, and there is going to be some
of that down here. And they are going to pick and
choose where they want to invest. And they are
going to look at a lot of small businesses. Because
let’s say for discussion purposes, the fund gets
$500 million and they are going to target certain
businesses in this area and it is very important as
it relates to—I'm not sure and I haven’t looked at
your agenda today—but part of that is going to be
the ability for you to sell yourself.

That is something that you need to have, you need
to have a solid business plan. You need to under-
stand what these people are looking for. You need
to have a track record that would be helpful and so

forth. But there is going to be some, there is going
to be some fund money down here that is going to
come from not traditional sources but from people
who are willing to take a risk and, in return, and
I am making this up, but let’s say—I don’t know
what you may be—but let’s say for discussion pur-
poses you want to start a paint distribution cen-
ter. And you don’t have any capital, and you say
you need $100,000 worth of capital. Well, they are
going to take a big chunk to begin with. I am talk-
ing about ownership. And I think you have to think
outside of the box about how you are going to deal
with those issues because I think that it is impor-
tant to not just reject those that come along. There
is going to be some of that. There are going to be
a lot people down here with money.

AUDIENCE MEMBER: Can I ask you about the
banks? This huge increase in deposits is both
good news and bad news; isn’t it? I mean because
a large increase of deposits coming in because of
the insurance thing is good, but it hurts the capi-
tal ratio and they have to make loans with that in
order to survive. Is anything going to be done for
the community banks?

MR. POWELL: Yes. Let me just speak to you. Let me
just take a different view. I think that it is a good
thing. That’s like saying, you know, people saying I
may be too good looking for this deal. I mean, you
have got a lot of liquidity and that is a good, good
thing. The capital ratios—every banker wants that
problem. I mean, that’s a good kind of problem.
It is an issue and it is a problem. But they really
want that, want that issue. If they are going to have
capital problems, they want to have it because of
liquidity not because of bad loans.
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“I think that the banking com-
munity is going to answer the

challenge to extend credit

where it is deserving, and they

are going to take some risks.”

DONALD POWELL

The small banks—I was an independent banker.
There is not a bank in this area—and there are
somethinglike 290 banks that were in the devastated
area—to my knowledge, and I read this last week,
there is not one that does not meet the definition
of well capitalized. Now, there are some obviously
that have some scars, have some hurts and have
some bruises that they have got to deal with. But
I know what the regulators are doing and they are
encouraging others to assist those. Again, I was at
this conference where larger banks were there and
they are looking at buying, they are looking at buy-
ing some preferred stock in some of these that may
have some capital issues, they are selling participa-
tions. They are doing some other things to assist
them. But I think that the banking community is
not going to fail from this standpoint. I think that
the banking community is going to answer the
challenge to extend credit where it is deserving,
and they are going to take some risks. I don’t think
so—I know. They have got to. Because they are not
going to survive if they don’t do it. That’s a valid
point and I appreciate it.

—Yes, sir.
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AUDIENCE MEMBER: My concern is with the pri-
vate sector in terms of the private sector insurance
industry. A lot of the national carriers are pulling
out or basically saying they can’t calculate the risk.
So I am wondering what do you see in terms of the
private / public sector responsibility as far as the
insurance sector is concerned?

MR. POWELL: That’s a great question. That’s on our
board in Washington. You can come to our board
and you can see issues that we have, identifying the
issues—we are talking about the private sector, pri-
vate sector insurance. I have met with the five larg-
est CEOs of the private insurance companies. I get
different, different views. Let me just state, one of
them told me, and 'm not going to identify him,
that Katrina’s claims were larger in aggregate than
the profits since 1935. So from that perspective, you
need to sit back and understand where they are com-
ing from. I mean it is like, again, I am in the banking
business and if I loan money to XYZ and XYZ was
the largest charge-off that I ever had in the history of
my bank, and then walks in the door another XYZ, I
am probably going to say we are closed.

But they also understand they have got to get the
business. And I've talked to some of my friends in
the White House and some other areas about—you
know, we had the same issue in 9/11, remember. No
one would write terrorism insurance, no one would
write that. Do you remember that issue? Do you
remember what the Congress did? We may have to
give some incentives. I am not saying we will and I
am not suggesting that we will, but we are exam-
ining how we assist and help and encourage and
nourish the private sector insurance companies to
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come in here and do that. I have visited with a lot
of people down here. I was visiting with one guy
that has 50 different operations, 50 different physi-
cal operations throughout the South. He can’t get
flood insurance on the one in New Orleans. And
he has offered the company to insure all of these 50
elsewhere. He said I still can’t get it. So that sent a
very strong signal to me. We are working that. We
are talking to them. We are talking to trade associa-
tions about that.

Because very frankly, again, if we have all of
this housing and no one is going to loan money
because people can’t get insurance, it is an aca-
demic exercise. That’s the same issue that some-
one, and I am glad that no one has asked me about
the flood maps, but it is the same thing. It is the
same thing about, you know, if I can’t get flood
insurance and if the flood maps don’t get out,
I can’t go get a building permit, I can’t go get a
mortgage.® And the same thing is true in the com-
mercial deal because I have got some friends who
are down here that are in the commercial side of
the business—that shopping center, big boxes and
all of that stuff. I know what they are paying for
flood insurance. I call them and ask them. It is
double. And they are going to pass that on to you.
So it is a very important issue. And all that I can
tell you, and I don’t have the answer, but we are
working it. We are working very, very hard. Thank
you for asking that question.

—Yes, sir.

AUDIENCE MEMBER: Mr. Powell, I've heard a great
reference and emphasis on community develop-
ment block grants. But I am from New Orleans,
I have been here 30 years plus and I know that
there is a great level of political discrimination and
favoritism in these block grants. Has your office
specifically addressed that political discrimination
and favoritism in how these funds are going to be
allocated to businesses?

MR. POWELL: You know, when I come to the Gulf
Coast, I don’t [care]...about politics. ...I don’t
look and first say—I don’t say, are you Republican
or Democrat, or are you a former elected offi-
cial, or where you are from? I really don’t care.
That’s the reason that the CDBG money was sci-
entifically, scientifically businesslike concluded.
We can tell you how many homes were partially
destroyed, how many were 100 percent destroyed
in St. Bernard Parish. We don’t guess about it, we
know. And you do the math. And then the math is
X and that is where we went. Now, we had to nego-
tiate a little bit because our friends at the LRA said
no, our numbers are this and they had consultants
and they said this. So we came together where the
differences were. I mean, we have satellite photos.
I can tell you who really knows about the damages
down here are the private insurance companies.
They don’t guess, they know. And shame on us if
we can’t determine that in government. So it was
all driven by science.

8 Alayperson’s Q&A about the FEMA flood elevation guidelines was published in NOLA.com:
http://www.nola.com/newslogs/tpupdates/index.ssf?/mtlogs/nola_tpupdates/archives/2006_04_12.html.
Consult official FEMA sources for current authoritative information.
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Now, the way that the law says, the CDBG money is
then sent to the governor, not to parish presidents,
not the mayor, to the governor. He or she is elected
by the people. And as you know the governor has
appointed the Louisiana Recovery Authority, and I
have been to their meetings and I talked to them
a lot about the integrity of that money. I said it
should be a straight line. The taxpayer, the gov-
ernor, the LRA, the administrator, the recipi-
ent. It shouldn’t be a line like this. It should be
straight. And the American people are watching.
The American people are watching.

—Yes, ma’am.

AUDIENCE MEMBER: Yes. I am an actual local
small business owner and I am with an organi-
zation that represents over 500 local businesses. I
hear you talk about entrepreneurship and bringing
in new entrepreneurs. But the business community
entrepreneurs that are here now are dying. And we
have taken out loans, we have used personal money.
We can’t do any more and we are hanging on by a
thread. How are we going to address the issue of the
entrepreneurs who had extremely successful busi-
nesses beforehand who are in a disaster situation—
we are not in normal market conditions. How do
we address that when we need capital money now?
We need grant money. We need disaster recovery
relief. Housing and jobs have to go hand in hand.
We can’t, as you said, bring people back without
housing and have no jobs.

MR. POWELL: Yes. Let me comment on some things.
I come from a business background. I was CEO of
a bank that came very close to failing in Texas in
1988-89. I understand waking up every morning
and wondering if you are going to be able to open

the door. Our numbers were printed on the front
page of the local newspaper: “First National Bank
of Amarillo today loses $28 million last quarter.” We
were dependent upon liquidity. The only thing that
we had, as I said, was confidence and confidential-
ity—confidence that people will keep their money
there. So I really understand these issues.

I was talking to a small business person in New
Orleans who received an SBA loan—he was thank-
ful for that and appreciative of that. And he said,
you know, I got that and now I don’t know what I
am going to do because I don’t have any custom-
ers. He was a radiator shop guy. And he said, you
know, I am open. I have hired my three people.
Our customer base is gone.

I don’t have an easy answer except this: the LRA
has, and the governor’s leadership has approved
some SBA grants—small, it is a small amount.
And the other answer that I would say to you is
say something to your elected official, write your
elected officials, be they parish presidents, be it
members of the Louisiana Legislature, be it mem-
bers of the United States Congress, the governor,
the lieutenant governor, become engaged in their
process. There is not an easy answer per se because
it is almost the chicken and the egg deal. Once you
get the capital, if it is not a grant, you have to pay
it back. And most of the people that I talked to
are pretty independent folks—they don’t want a
handout, they want to be able to give back—just a
second because I think that it is important.

The other thing that I would say to you—and I
talk to small businesses all over the country and,
again, I have got a small business in my family. This
is just an advertisement—when you get back up—
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and a lot of you will get back up on your feet—as
part of your planning and part of your business
plan—and you can say, well I don’t have a busi-
ness plan, well your business plan is here in your
head, all of us have a business plan, sometimes it is
not formal—anticipate, anticipate a disaster. Now
that’s tough to say, but it is going forward and I
think that it is important. I can remember not
buying insurance, et cetera, and so forth. I would
just say, take advantage of every, every government
plan there is, state and federal. And at the same
time, reach out to someone who has an entrepre-
neurial spirit. There are a lot of individuals, a lot
of entities that I think will be willing to partici-
pate in this recovery through the small business. I
talked to a guy last night. He said, you know, I have
loaned money personally to five different small
businesses. He said, I just think that it is impor-
tant. He said, I think that I am going to get my
money back.

—Yes, ma’am, you wanted to follow up.

AUDIENCE MEMBER: I completely agree that none
of us, at least the group that I represent, we don’t
want a handout. We have been here seven months.
We haven’t asked for a handout, but we are seven
months into it and it is getting worse. Our sales are
going down, not up. People don’t trust the levees.
They don’t know what is going to happen. People
aren’t coming in. And, you know, for example,
for me, I couldn’t get the SBA low-interest loan
because I didn’t flood.

MR. POWELL: Because what?
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in Louisiana. People are going
to live here. People are going

to spend money here. They

are going to send their kids to

schools. They are going to buy

clothes and they are going to
buy goods and services.”

DONALD POWELL

AUDIENCE MEMBER: Because I didn’t flood, I was
in a lucky area. I did have money in the bank, I did
prepare for a disaster. I had business loss insur-
ance. They offered me $1,500 for my business
loss. So I did prepare for a disaster. I didn’t ask for
a handout. I haven’t asked for a handout. I have
gone seven months trying to hang on.

MR. POWELL: What is your business? What kind
of business are you in?

AUDIENCE MEMBER: I have a home decor art gal-
lery shop on Magazine Street.

MR. POWELL: Retail?

AUDIENCE MEMBER: Retail. And last week I sold
$100. So I am loaned out. I used my line of credit
and I am using my personal money.
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MR. POWELL: Have you thought about taking in
a partner?

AUDIENCE MEMBER: If you can get a partner to
come in with me with $100 a week sales, then I
will be happy to take them. Anyone want to be
my partner with $100 last week in sales? I will be
happy to have you invest in my company.

MR. POWELL: I might do that, I might do that.
I tell you—

AUDIENCE MEMBER: Well, I will be happy to talk
to you about it.

MR. POWELL: I think part of this situation is the
realism of stuff. I can remember when our bank was
about to fail, I mean, things were crazy and all and
my son just found out that he had a brain tumor
and nothing would go right. Every time I thought
that we were going to do okay, we were the victim
of a kite or we were the victim of another deal. T will
just say this to you, I mean, I want to encourage you
not to give up. Don’t give up and at the same time,
you have got to make tough decisions. It may be
things, and I am not making this up—it may be that
you need to move to a smaller place or you need to
look at your inventory—things that you have already
done, I am sure, things that you've already done. I
will just say with that spirit that you have, you know,
and with the encouragement of others and maybe
with some working capital coming in there. I mean,
for instance, if someone said I want to be your part-
ner, you have got to look someone in the eye and say
I have a business plan and we are going to make this
thing. I mean, that’s part of those tough hard deci-
sions that entrepreneurs make each and every day.

I don’t have a good answer, ma’am, I don’t really
have a good answer other than I have been there
and I will tell you at some point in time it turns,
it turns. I can’t tell you when. I am doing every-
thing that I can. I am doing everything that I can
as it relates to when you said the levees, people
don’t trust the levees. I really want people to trust
the levees. I really want people to understand
that CDBG money is coming. I talk to people
also about their mortgages, they can’t make their
mortgage payments. You know, they say, well gosh,
I can’t even make my mortgage payments. I really
understand those and I don’t have good answers
other than at some point in time it does turn.

And I will tell you, there is going to be some busi-
ness here. There is going to be business in Louisiana.
People are going to live here. People are going to
spend money here. They are going to send their
kids to schools. They are going to buy clothes and
they are going to buy goods and services. You know,
my heart breaks for you. I just don’t have a better
answer than that. At some point in time it does
turn, but take advantage of every opportunity that
you can. Look at your situation. Examine your
situation. Look at the alternatives. It is the same
things that I did or you did. And I'm sure that you
had years in your business when it wasn’t very
good. Maybe not.

AUDIENCE MEMBER: My business was phenom-
enal. I have doubled the size in three years and it
was debt free. I had a phenomenal business. What
we need is for you to talk about helping people
who need help. And the small business commu-
nity needs help. We need some interim help until
people are willing to come in and invest in the

Appendix D: Edited Conference Transcript



62

community. They won’t do that until we have an
education system, safe levees, an interim period
there, where the small business community has to
have help so that people who have business plans
and are great entrepreneurs can survive that time
period and that is what I am looking for.

MR. POWELL: I appreciate your thoughts. And I
will just say every waking moment that I have, I
am thinking about that. I was just telling some-
one here earlier this morning, I am meeting with
10 business groups. I am challenging them to hire
100 people and send them down here. You know,
that’s people that are going to spend money. They
are going to buy homes and they are going to buy
goods and services. Thank you so much.

MR. SULLIVAN: Thank you, Don. It is obvious to me
that the president is lucky to have Don where he is.
You all are lucky to have Don where he is and we are
lucky to have him kick off this conference.

Setting the Stage: The Economic Context
for Rebuilding the Small Business Economy

MR. SULLIVAN: Our first panel this morning will set
the stage for how small businesses can contribute to
the rebuilding effort. While [ am talking, let’s have the
first panel come on up. The panel will be moderated
by Dr. Chad Moutray, and the panel will focus on the
broader economic and urban context of rebuilding.
Chad is the chief economist in my office, the Office of
Advocacy, and he is responsible for putting together

9 Loren Scott Associates, http://www.lorencscottassociates.com.

today’s conference. He will introduce the panelists.
Please welcome Chad Moutray.

MR. MOUTRAY: Thanks, Tom, and thanks to
Chairman Powell for excellent remarks and an
excellent Q&A session there. As we begin our
first panel, we ask that all of you, participants and
attendees, actively participate in today’s discus-
sions, and so far I don’t think that is going to be an
issue. But today is only a start. We hope that you
will stay in contact with each other and continue
discussing these important issues. One of the
things that I want you to take—start talking about
or thinking about—are these four items: First, the
role that entrepreneurship can play in moving
individuals and communities to economic health;
second, how small businesses and local entrepre-
neurs can connect with institutional customers
like larger businesses and government; third, the
business case for larger firms to make a deliberate
effort to reach out to local entrepreneurs and small
businesses; and, fourth and finally, the elements of
a policy environment that enable entrepreneur-
ship and innovation, whatever the socioeconomic
conditions of the entrepreneur.

This first panel was designed to give each of you a
framework for the rest of the discussions that will
take place today. Many of you took the tour of the
devastated communities yesterday, and if you are
like me, you were completely—it was a depressing
tour—but I think that it was a sobering tour for all

10 Mississippi Small Business Development Centers, http://www.trncwashdc.org/sbdc2-25.html.

11 Association of Small Business Development Centers, http://www.asbdc-us.org/.
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of us to be able to have today’s conversation. This
panel will discuss those challenges that await all of
us. But it will also highlight the many opportuni-
ties that await the small business community and
the region.

We will lead off first with Loren Scott. Loren
Scott is former chair and professor of econom-
ics at Louisiana State University where he is now
an emeritus professor. He is also president of an
economic consulting firm, nicely named Loren C.
Scott and Associates, and he is in much demand
for his analysis of the economic development of
the Gulf Coast region, especially in Louisiana.” He
recently wrote an article advancing in the after-
math tracking the recovery from Katrina and Rita,
from which his remarks will be taken today.

Our second speaker will be Doug Gurley, state
director of the Mississippi small business develop-
ment centers.'” His SBDC network provides small
business counseling and training and other services
statewide. He is currently on the Association of Small
Business Development Centers, ASBDC, accredita-
tion committee and has served two terms on the
ASBDC board of directors and bylaws committee.'!
He is also a former small business owner, having co-
owned convenience stores, a furniture store, a mobile
home business, and a construction business, which I
suspect would be very helpful right now.

Deborah Tootle is a rural sociologist at the
Louisiana State Agricultural Center and she is
the director of the Louisiana Center for Rural
Initiatives and an associate professor in the
Department of Agricultural Economics and
Agribusiness at LSU.'” She is the program leader
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for community and rural development at LSU.
And she began her rural development career when
she became a Woodrow Wilson World Policy
Fellow in 1998. She has written extensively in the
area of rural economic development, focusing on
rural development strategies, ethnic minorities,
and economic well-being in rural areas.

And, finally, our last panelist will be Tim
Williamson. He is the president and co-founder
of the Idea Village."” The Idea Village is a pub-
lic/private partnership focusing on accelerated
growth in entrepreneurial companies in New
Orleans, and he has created a number of strategic
partnerships to support entrepreneurship. Tim
Williamson, a New Orleans native, returned to New
Orleans in 1998 after successful stints in Atlanta,
Boston, and Pittsburg. He, for instance, began his
career as a vice-president and financial advisor at
Bear Stearns in Boston. In New Orleans, he has
worked for Cox Interactive Media, where he became
regional general manager, overseeing five Internet
markets. He oversaw the initial launch of inside-
neworleans.com. Tim has served on the Louisiana
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State Small Business Task Force and was named
as part of the City Business Power Generation in
1999, the Gambit 40 Under 40 in 2004, and a Junior
Achievement Rising Star Award also in 2004. Please
welcome each of these participants to the stage,
where they are already here. Each will speak for
around 10 minutes and then we will have time for
Q&A at the end. First off we’ll go to Loren Scott.

MR. SCOTT: Good morning. ...By the way, I was
introduced as professor emeritus. Emeritus, most
of you know, is a Latin phrase that means small
interior office. I want to share with you what my
job is, as I appreciate today, to show you kind of
four areas that were hit by these storms, Katrina
and Rita, and show you kind of what is going on
there and what our outlook is for them right now.
I will tell you that our forecasts—the best way to
describe them is fluid. They are changing all of
the time as we get new data coming in. ...So I am
going to share these with you.

Let’s talk a little bit about New Orleans. You can
see the population of the bowl here, let me get
my pointer out. Those of you who are not famil-
iar with this area, I know most of you are, these
are the four parishes behind the levees essentially,
1 million people, and then you have St. Tammany
out to the east, St. Charles, and St. John the Baptist
out to the west, 1.3 million people evacuated out
of this area—which if you think about it for just a
moment, was an amazing feat. I know most of us

were focused on what we saw on TV happening at
the Convention Center and at the Superdome but
this was really an amazing economic feat to move
these people out of the harm’s way. ...

Of course, one of the most—as Don mentioned,
levees, levees, levees, housing, housing, housing. The
people that I talk to at the National Association of
Home Builders tell me that there were seven times
more homes destroyed by this particular hurricane
than any other national disaster in our country’s his-
tory. And as you can see here, these are some.'* Of
course, even the housing data are fluctuating and
fluid as we know. These are the second round of
Red Cross data out. As you can see, statewide, about
473,000 homes impacted—these in red here, the
destroyed and major damage are the ones uninhab-
itable. And as you can see, if you kind of did your
quick math here, about 92 percent of those homes
were in the New Orleans metropolitan area.

These storms, if you kind of look at the recent
employment data, what you are going to find is—
those of you that have been around here a long time
know about 1982 to ‘87, the worst recession that we
ever had in our state’s recorded history. That was scat-
tered out over a long period of time; it hit all areas of
the states the same. These storms were not like that.
These storms—everything is really honed in like a
rifle on one area and that’s the toe of the boot, and
that is New Orleans. Most of the other areas of the
state are actually doing quite well right now.

12 Louisiana Center for Rural Initiatives, http://www.lsuagcenter.com/en/communications/publications/agmag/Archive/2005/Fall/

LSU+AgCenter+Launches+Center+for+Rural+Initiatives.htm.

13 Idea Village, http://www.ideavillage.org.

14 National Association of Home Builders, http://www.nahb.org/reference_list.aspx?section]D==843.
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Insurance implications: once water is in a home, of
course, flood insurance—homeowner’s insurance
is no longer is applicable. We had a townhouse here
in New Orleans that had four and a half feet of
water for about four, five weeks. We got a little bit
of insurance for our roof but the rest of it, we had
to rely on flood insurance. Of course, flood insur-
ance paid the lesser of 80 percent of the depreci-
ated value of the home or $250,000. So if you were
like most people in this room and had a $500,000
home, and you had $50,000 in equity in it, you got
$250 grand. Well, you have got to come up with
$200 grand to rebuild your house. And there are
a lot of houses in New Orleans that are exactly
like that. And then, of course, a lot or many of the
homeowners had no flood insurance at all.

And, of course, there are evacuees who lived across
the street from my house. One of them was a dentist
who operated here in New Orleans—and he called
his facility—and got flooded. And he called his insur-
ance people up and said I need my business interrup-
tion insurance. And they said king’s X, once flooding
gets into your business, business interruption insur-
ance no longer applies, which was an interesting little
experience for him to go through. And you think
of all of the small businesses in the area that had to
deal with that particular issue. Of course, the debris
removal, stricter building codes that are under way.

Now, Mr. Powell mentioned this problem about
the base flood elevation. We still do not know
what the base flood elevation is supposed to be
for, I guess, as I understand, Orleans, St. Bernard,
and Plaquemines parishes. Now the government
has said, you know, if you've already got a house,
it doesn’t matter—you can rebuild to the present
level and you will still get insurance. The problem

is, nobody believes them. And so we are still wait-
ing for those base flood elevations. And then the
problem of getting a mortgage when the levee
system is still questionable.

Basically, what all of these problems mean is
that the recovery effort here because of the flood
waters is moving very, very slowly—way different
from what you normally expect when you see a
place that has had a natural disaster. And I will
show you a place that had a natural disaster in
just a minute. This is probably the ugliest picture
that I will show you. We were doing forecasts. As
a matter of fact, I had printed off a copy of the
Louisiana Economic Outlook August 28. Really.
I had finished this 100-page document August 28
and had printed it out when my cousin called me
and said, have you looked in the Gulf lately. And
I said no. And I looked in the Gulf and I said,
oh shoot, or some variation of that word. And,
unfortunately, I did not print off those 100 pages
on a really soft graded paper. If I had, it would
have had some use. ...

Anyway, the bottom line is,  mean, here is the terri-
ble news right here. Right now, and again our fore-
casts are very fluid, right now we are arguing that
in 2006 the MSA will be down about 190,000 jobs.
As you can see here, that is about where the met-
ropolitan area was in 1975. So about three decades
worth of employment have dropped out of the
picture. Now these are the data for January. Now
I had to send my slides into Chad about a week
ago—since then the February data have come out.
But in January, you can see here, well you probably
can’t see for some of you. Eyesight is the second
thing to go as you age. You can see the change in
employment year over year was 197,500. If you
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kind of look down, one of the things that is kind
of interesting here, this is a minus 32 percent drop.
A third of the jobs went away. The only area that
has a positive number here is the natural resources
and mining—this is oil and gas extraction primar-
ily. But if you look at the size of these percentage
changes, with the exception of the bottom one—
can you see that? Isn’t that kind of interesting?
The private sector responded very quickly laying
people off. The government sector only down 12
percent compared to 32 percent for the economy
as a whole. By the way, again, the February num-
bers just came out. And the February numbers,
this number is now minus 186,000.

So the economy, actually things are recovering
here a bit faster than we had expected and that is
really good news. It is going to be very interesting
to watch what happens for the rest of the year and
see how well the area comes back. ...
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This is the Lake Charles metropolitan area now. What
is interesting here about Lake Charles is Rita—its eye
came just to the west of Lake Charles. And, of course,
if you are on the east side of the eye, you are in big
trouble. They had alot of very, very bad winds but they
didn’t have standing floodwater in Lake Charles. And
guess what is happening? As a result, what normally
happens when you have a natural disaster, the next
year or shortly after that, the economy rocks and rolls.
And the reason for that, you have all of this insurance
money coming in there and the construction sector
really takes off and it causes the economy to do even
better than it had before. As a matter of fact, you can
see in blue what our forecast was for Lake Charles,
was for Lake Charles pre-Rita, and here is what it is
post-. And right now if you look at the latest January
data, actually Lake Charles has more people employed
today than it did pre-storm. And if you look at the
reason for it—what it is—the natural resources/min-
ing/construction is up 33 percent, exactly what you
normally expect in these circumstances. As a matter
of fact, the February numbers that came out, this
number still remained at 1.5 percent. ...

Now if you go over to Mississippi, you are going to
notice something here about Mississippi, of course,
the water surge in some cases in Mississippi—well,
I was speaking to a group of bankers, one of whom
owned a place over in Diamondhead who said it
looked like the wave surge was measured about 28
to 32 feet where he was. So this really hammered
that area badly. If you look at the second round of
Red Cross data here on the statewide and look at
the numbers for Mississippi versus Louisiana—the
numbers for Mississippi versus Louisiana, about half
the size. Part of the reason is this is about a half popu-
lated area as compared to what New Orleans was.
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And as you can see, the Biloxi-Gulfport area here
about—what?—two-thirds of the really uninhab-
itable homes were in this particular area. So it is
really isolated right there. If you look at their non-
farm employment—this is January—they are down
about 20 percent. And you can see, the construction
sector is the one area that is really up strongly. Now,
but you will notice one major difference between
Biloxi-Gulfport and New Orleans is that all of the
hospitals were open—about half of the ones in New
Orleans are; all of the public schools are open—
about half of the ones in New Orleans are.

If you look at Harrison and Stone sales tax collec-
tions, they are up markedly. Hancock is the only
one that is down. Port traffic is about 45 percent
of pre-Katrina and airport traffic is very near full
recovery. Now, what is important for this area is
this: where about 13 casinos were located—actually
12 were located there and Hard Rock was about to
open up, making it the 13"—they completely shut
down and now you have, I believe, three of them
open. Now what the State of Mississippi did is, they
passed some legislation, House Bill 45, and enabled
the casinos to rebuild off riverboats and on land,
I think within 80 feet of the high tide line. And let
me tell you something, they are rebuilding casinos,
they are going to build some mother—that’s a tech-
nical economics term—big mother casinos there.
And it is going to happen fast because this is private
money and there is a lot money on the line and they
are going to be coming back much faster, I suspect,
than New Orleans because of this. So as a result
we have, you can see here, the Biloxi-Gulfport area
coming down, really bringing them to where they

were in 1993 and then coming back pretty sharply
in the next year because of the return of the casino
area—but still staying below where they were pre-
storm, which is back in this area here.

Now when you get to Pascagoula—Pascagoula was
a little bit further to the east—because of Katrina,
about the other third of the really badly damaged
and destroyed homes were in this particular area,
and they got hammered pretty hard. But you will
note, they are kind of like Lake Charles. There has
been a major recovery back there in that particular
area. If you look at why, the construction sector is up
27 percent—exactly what you normally expect in the
face of a natural disaster. All of the hospitals are open
in that area, all 21 public schools are open. I bet they
never forecast this was going to happen, that is what I
would bet. Sales tax collections in the MSA are up 62
percent; in Jackson County, it is up 68. Jackson is the
one where Pascagoula City is actually located.

Now this is a weird picture. This is a picture of
employment in the Pascagoula MSA. It has these
wild fluctuations because the largest employer
there is Northrop Grumman Ingalls Shipyard
which has, I want to say, between 12,000 and
13,000 people.'® If they get a federal contract, if
they lose a federal contract, that’s kind of what
is going on there. And actually, we are expecting
them to pop up pretty quickly and recover and to
do quite well over the next couple of years.

That gives you kind of a quick overview of what’s
going on in these four areas. And I will turn it over
to our next speaker.

15 Northrop Grumman Ingalls Shipyard, http://www.ss.northropgrumman.com/company/ingalls.html.
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MR. GURLEY: Good morning. I am here to speak
about opportunity. When Katrina hit, the MSBDC
program, Mississippi Small Business Development
Center network, in association with our national
association brought in 43 out-of-state counselors
to work with people of small businesses in our
state.'® I have been down on the Gulf Coast almost
every week. I have been to New Orleans several
times and I have seen the devastation. But what I
have always seen is that we have a great opportu-
nity here—not to rebuild, but to transform.

In Mississippi, our entire coastline was hit. There
are places in Waveland where I can stand and look a
mile and a half and there is nothing. So the houses
have been knocked down. I see an opportunity in
Mississippi—our manufacturing was leaving the
state. Now we have an opportunity—our unskilled
workers are working down there to rebuild and
doing roofing, rebuilding houses, things like that.
But as time goes by, we have an opportunity to
come in and rebuild our infrastructure and go
more high tech. Having been raised in Mississippi,
a lot of the things that I have seen—we are 49th
and 50th in a lot of things. For once, we have an
opportunity to rise to number one or number
two or number three. We lost over 60 percent of
our small businesses. We have an opportunity to
attract businesses that are high tech, to bring them
in, to bring higher paying jobs. This won’t happen
fast. It is going to take us five to 10 years to do this.
But we have a chance to control our destiny and
not rebuild the way we were but let’s go to a higher
plane. Does that make sense? We have this oppor-
tunity. We can be proactive. We can do this.

In Mississippi, as I go down there, there is a prob-
lem in that the small businesses that are trying to
open back up, there are no customers and there are
not any employees— they have to travel in. So I see
things where it is going to take us a long time to do
this. We are going to have to just settle in and make it
happen. It is not going to be a quick fix. Thank you.

MS. TOOTLE: I am very pleased to be here this
morning, and [ am also very pleased to be the voice
of the rural Gulf Coast this morning. I want to talk
to you a little bit about the challenges that are fac-
ing our rural communities and rebuilding their
economies after the hurricanes. And notice that I
said hurricanes and I appreciate the fact that Loren
talked about both Katrina and Rita, because for a
long time now people in southwest Louisiana have
been complaining about what they call Rita amne-
sia. They are afraid that everybody is forgetting
about people that were hit by another hurricane.

I want to talk about three things this morning. I
want to tell you a little bit about the impact of the
hurricanes in our rural areas. You are going to see
some things that are very similar but there are also
some differences in the rural areas. I want to talk
about entrepreneurship in general in rural areas
and the challenges that rural areas are facing. And
then I would like to bring those two together and
talk about the role of entrepreneurship and the
long-term recovery of our rural areas.

As 1 mentioned, people are talking about Rita
amnesia, and they are talking about it more and
more in the recent months. And recently U.S.
Representative Charles Boustany from southwest

16 Mississippi Small Business Development Centers, http://www.trncwashdc.org/sbdc2-25.html.
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Louisiana talked about some of the small towns
that were hit hard by Katrina and Rita. And one
of the things that he said was that these are small
towns that were equally devastated. And he means
they were equally devastated to the devastation
that we are seeing in New Orleans. Holly Beach,
and this is a quote, “Holly Beach looked like
Nagasaki after the atomic bomb.” And I was there,
I agree with him. Is it was unbelievable. It looked
like a bad movie set. And he complained that they
are not getting much national attention.

Well, he could have been speaking for the entire Gulf
Coast, not just the southwest Louisiana coast. And
granted the focus on Katrina is warranted because
of the huge amount of damage here, but we need to
remember that there are other places along the Gulf
Coast that were equally impacted by these storms
that came through. And this means small towns
and communities all of the way from the panhandle
of Florida to the east coast of Texas. It includes St.
Bernard, the areas that you saw yesterday, it includes
Plaquemines Parish. And those communities that
were sitting on the coast, especially the Mississippi
and Louisiana coast, were destroyed primarily by
the extremely high tidal surges that came through
these areas with Katrina and Rita.

And let me tell you a little bit about what happened
in some of these communities. The water rushed
in with such fantastic speed and with such force
that it completely gutted homes and businesses,
where homes and businesses are still standing. You
saw a little bit of this yesterday, if you went on the
tour, and those places where the water breached
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the levees, it came through and it just took every-
thing out. We saw churches that had nothing in
them. We saw homes wiped off of their founda-
tions. In the Mississippi Gulf Coast, all you see,
and it is like you said, you can see and—you can
go to Waveland and you can see forever now, and
there are just little piles of rubble here and there
that used to be homes, that used to be businesses.

In Cameron Parish, which was the hardest hit area
in southwest Louisiana, the community was liter-
ally wiped off the map. We can’t even find houses
down there—the buildings were washed away so
far. I have a colleague who lived in Cameron Parish;
his family lives there also. After the storm was over,
he went to see the damage in the house. He couldn’t
find his mother’s house. He couldn’t find his sis-
ter’s house. He went back. He got an airboat and a
GPS system and went looking for them. He found
his mother’s house two miles into the marsh. His
sister’s house was five miles into the marsh. These
houses had so much mud and marsh grass in them
that he literally walked through the house with his
hands on the ceiling to balance himself. And these
are not unusual stories. This is what happened
down there. This is the norm. It is incredible.
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And not much progress has been made in rebuild-
ing these communities. In Mississippi, they have just
recently closed a lot of the tent cities where people
were living. FEMA has just recently stopped paying
for the hotels for hurricane victims in Mississippi
and Louisiana. And in many cases, Louisiana towns
had to reopen shelters to house some of these vic-
tims. And a lot of the victims from rural areas we
know are living with friends and families in other
parishes north of the state. As a consequence of this
severe wind and water damage, the rural towns and
communities along the northern Gulf Coast have
lost homes and businesses.

Now, let me tell you something about the industries
that are suffering the most right now. The seafood
industry, the infrastructure for the seafood indus-
try was virtually wiped out. It is gone. The poultry
industry—the houses were destroyed. The timber
industry—timber is the number one agricultural
commodity in Louisiana; it is also very important
in Mississippi—most of the timber is unharvest-
able at this point. The dairy industry was hit. At this
point, I think that there is only one dairy in south-
east Louisiana that is opened up again. Agronomic
crops in both states were hit hard. In southwest
Louisiana, the rice farmers are only going to be
able to plant 40 percent of their cropland this year
because the salt is so heavy in the ground. If you
were on the same bus tour that I was on yesterday,
you heard that the soil in St. Bernard Parish was
saltier than sea water. That’s what we are seeing in
southwest Louisiana. And until the Christmas holi-
days, people out there were still finding things like
deep sea fish, rays and small sharks in their fields.
That tells you how salty it was.

Tourism was hit very hard. We see it is picking up
in New Orleans and the Gulf Coast area, but in the
rural areas where they depended a lot on natural
resource-based tourism, it is going to take a very
long time for that to come back. The oil and gas
industry and small businesses, especially retail and
service businesses, are suffering because they can’t
get workers in. And you have heard that several
times already and I can’t emphasize how impor-
tant it is. The housing isn’t there. When the hous-
ing isn’t there, the workers can’t come back. And
so those are the hurricane-related challenges that
we are facing in rural communities.

But these are not the only challenges that rural
communities are facing in terms of small business.
So what are those other issues that we are talking
about? Well, when we talk about entrepreneurship
and enterprise development in rural areas in the
south, we are usually talking about microenter-
prises, and we are also talking about a tremendous
amount of diversity among our entrepreneurs.
And when I am talking about entrepreneurs, I am
using the same definition that the Corporation for
Enterprise Development defined or used. They
defined entrepreneurs as people who create and
grow enterprises, and this is a really good defini-
tion for the rural South because it covers a lot of
different economic conditions.

There are other problems relating to rural areas
and they are primarily problems that are related to
population. Rural is a population definition. It is a
population concept. When you have small popula-
tions, you don’t have many clientele for your busi-
nesses and you don’t have access to markets and
there are several other problems that rural areas are

Appendix D: Edited Conference Transcript

(Y



dealing with. Rural areas are frequently not able to
provide those key bridges to the business world
that are so necessary for success, such as network-
ing, incubators, mentors, financial assistance.

So what does all of this mean for long-term recov-
ery? Well, we know that low-level microentrepre-
neurs really can bring in—and these are the type
of entrepreneurs that we do see primarily in rural
areas—we see the aspiring, the survival, the life-
style entrepreneurs. They really can have an impact
in rural areas. But as we go through this rebuild-
ing process, we are going to have to do more than
help redevelop the built capital in these areas. We
are going to have to rebuild the human, the social,
the cultural, and the natural resource base of these
devastated communities. Because entrepreneurs
need a supportive community environment to
survive and they also need the assets that are in
these communities to build upon. I can’t empha-
size this enough: the assets and the supportive
community environment. We need to be able to
focus on regional growth. We have to be able to
increase our sources of financial assistance. We
heard that this morning.

And we have to remember that entrepreneurship
is a process and it is not just an individual pro-
cess—it is a community process. Research shows
that entrepreneurship education alone is not
enough. Education is necessary but not a suffi-
cient condition to promote entrepreneurship as a
rural development strategy. We are going to have
to develop capacity for growth, development, and

support for our small businesses. And this is going
to be a real challenge in rural America and the
rural South and the rural Gulf Coast area.

It is going to be difficult but there is help available
for rural communities. It is help available from
all of the sponsors that you have heard here. The
cooperative extension service and the land grant
universities in all of our states have community
development programs that also focus on business
development, and the USDA rural development
office in every state can also provide assistance.'” It
is going to be difficult but it is doable. Thank you.

MR. WILLIAMSON: Good morning. My name is
Tim Williamson and I am the president of the
Idea Village. And I remember when Chad called
me up and said what we want to talk about and
would love to have you come here. I think that I
was probably in the streets of New Orleans trying
to find some entrepreneurs and help them really
figure out where they are. But I want you to see
where my viewpoint is. We are in the trenches.

The Idea Village is an independent nonprofit. I've
started six different businesses in four different cit-
ies and we started basically in a bar six years ago—
five entrepreneurs saying, how do we help each
other? And at the end of the day, our job was to
try to find entrepreneurs and do four things: con-
sult—you know, find strategies, strategic advice and
help them got through situations. Second, identify
resources—what do you need to get things done—
mentors and expertise. Find capital: loans, venture
capital, angel capital. And the last thing is therapy.

17 U.S. Department of Agriculture, Rural Development, http://www.rurdev. usda.gov/rd/disasters/Katrina.html.
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We are basically in the therapy business—help-
ing them go through the ups and downs of going
through—helping entrepreneurs.

Before Katrina, we had over a thousand entrepre-
neurs come to us. We assessed over 400 of them,
their exact ideas, and created tailored programs to
help them get through and accelerate their early
stages of development. Obviously, since Katrina,
things have changed. But before this, I want to
make it clear, it wasn’t easy being an entrepreneur
in New Orleans before Katrina. There are still a
lot of challenges and this is one of our entrepre-
neurs who basically, you know, I feel like a salmon
swimming upstream about to spawn eggs and die.
Starting a business in New Orleans or running it
was very difficult. And one point I want to make—
there are incredible organizations in Louisiana
that were probably underfunded. And you really
need to find a way to build an infrastructure to
support entrepreneurship. Before, there were a lot
of incredible organizations, people really fighting
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